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Committee of Investigation for Great Britain 

Report on complaints made by the Country Wool Merchants Association 
and the Wool Federation of Scotland against the operation of the British 
Wool Marketing Scheme, 1950. 



To: The Right Honourable John Hare, O.B.E., M.P., 
Minister of Agriculture, Fisheries and Food. 

The Right Honourable John S. Maclay, C.M.G., M.P., 
Secretary of State for Scotland. 

The Right Honourable R. A. Butler, C.H., M.P., 
Secretary of State for the Home Department. 



Sirs, 

Part I — -Introduction 

1. We were directed on 7th March, 1957. to consider and report on 
complaints made by the Country Wool Merchants Association and the Wool 
Federation of Scotland against the operation of the British Wool Marketing 
Scheme, 1950. The complaints were set out in two letters dated 1 1th January, 
1957, which are reproduced as documents 1 and 2 of Appendix I to this 
Report. 

2. We -were further directed, without prejudice to any other relevant 
matter on which we might wish to observe, to report: — 

(а) whether any provision of the British Wool Marketing Scheme, 1950, 
or any act or omission of the British Wool Marketing Board, of 
which provision, act or omission complaint has b^n made in the 
letters of 11th January, 1957, is contrary to the inter^t of any persons 
affected by the Scheme ; 

(б) if the answer to (n) is affirmative, whether the provision, act or 
omission is not in the public interest. 

3. One of our mernbers._ Mr. J. T. Corbett, has taken no part in this 
enquiry, since the firm in which he is a partner has business connections with 
at least one of the members of one of the complainant organisations. 

4. As this is the first case which has been referred to a Oommittee of 
Investigation since before the war, we think it desirable to state that our 
functions derive from the Agricultural Marketing Acts, 1931-49, whidh also 
lay down the action the Minister can take on the basis of our Report. Our 
main duty in ffiis enquiry is to consider and report on the complaints that 
are referred to us by the Ministens and if we find that any provision of a 
Scheme, or any act or omission of the Board administering a Scheme is 
contrary to the interest of any persons affected by the Scheme and is not 
in the public interest, then the Ministers have wide powers to remedy the 
matter. They may amend a Scheme or revoke it, or they may serve a 
direction on the Board concerned where it is -within their power to rectify 
the matter. The general procedure under which we work is governed by 
Regulations(^) made by the Ministers under the Acts. 

0) The Agricultural Marketing (Corainittee of Investigation) Regulations, 1949 (S.I. 
1949/2452). 

86789 A 3 



Printed image digitised by the University of Southampton Library Digitisation Unit 



5. We were informed that the complainants were two of the four 
organisations representing private wool merchants (as distinct from Co- 
operative iWool Societies) employed as the Board’s agents.(^) The Country 
Wool Merchants Association claimed to represent 80 par cent, of the 
merchants in England ; and the Wool Federation of Scotland claimed to 
represent the majority of Sc»ttish merchants and one of the two merchants 
in Northern Ireland. The other organisations representing private merchants, 
the British Wool Federation and the Welsh Country Wool Merchants Associa- 
tion, asked for permission to be represented and, if necessary, heard at the 
enquiry, but we refused this request as we considered that our Regulations 
make no provision for evidence being tendered on behalf of persons other 
than the parties to the dispute. (We came to this conclusion reluctantly as 
we think it might have been helpful to us to have received evidence from 
other parties who had a direct interest in the matter but who were not parties 
to the complaint.) These two organisations were claimed by the complainant 
organisations to be in sympathy with the complaints, but no evidence was 
put before us to that effect at the hearing, nor were their representatives 
called by the complainants to give evidence on their behalf. The fifth 
organisation, the U.K. Cooperative Wool Federation, represents those 
Co-operative Wool Societies who act as the Board’s agents, and a repre- 
sentative of the Federation was called by the Board and gave evidence in 
support of the Board’s case. 

6. We asked formally for further information about the complaints, both 
from the complainants and from the Board, and the parties also requested 
certain information from each other. These exchanges of letters and docu- 
ments were not completed until 20th August last, and the relevant parts are 
reproduced in Appendix I. We were also furnished with copies of minutes 
of all meetings of the Joint Committee (see paras. 75-79 below) and of 
other meetings at which the matters in dispute were discussed, as well as 
with a large number of letters, memoranda, forms of contract and other data 
relative to the disputes. We have regarded all these as being merely part 
of the voluminous evidence submitted to us, and have not thought it 
necessary to attach any of them to our Report. (We submit separately copies 
of the proofs and other evidence put before us, together with a verbatim 
report of the proceedings, as we are not regarding this information as part 
of our Report.) 

7. At a meeting on 6th June, 1957, we agreed that we could not, on the 
information then in our possession, make a full and proper Report, and we 
therefore agreed that the parties should be given leave to appear before us 
and to submit oral evidence. The Country Wool Merchants Association 
and the Wool Federation of Scotland were Tepnesented by Mr. G. R. F. Morris 
and Mr. Neil Butter, instructed by Messrs. C. G. Metson & Co. The British 
Wool Marketing Board were represented by Mr. B. J. M. MacKenna, Q.C., 
and Mr. D. A. Grant, instructed by Messrs. Ellis & Fairbaim. 

8. We met to hear oral evidence on thirteen days between 19th September, 
1957. and 9th January, 1958. Six witnesses gave evidence on behalf of the 
oomplainamts. one of them being a “ B ” merchant (or sub-agent) who was 
calM at our request for direct evidence from this type of merchant. Four 

(') The terms “ merchants ” and “ merchant organisations ” as used extensively in our 
Report refer to the Board’s agents and their organisations. 
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witnesses gave evidence on behalf of the Board, one being the Board’s 
Chairman(i), was called at our request as we considered that we ought 
to hear from him as well as from the Board’s Manager/Secretary. Details 
of the names and main qualifications of the witnesses are given in 
Appendix II. None of the witnesses was examined on oath. To expedite 
the hearing the parties were invited to supply in advance to the Committee, 
and to exchange, proofs ^of evidence of the several witnesses before their 
evidence was given and the witn.esses were cross^xamined. 

9. In the hope of securing clearer identification of the matters under 
complaint, and of the remedial action which the complainants were striving 
for, their Counsel was requested by us on the opening of the second day 
of the ihearing to submit a form of pleading setting out the heads of 
complaints, and also the recommendations that they desired us to make. 
Later on that same day he was able to read to us from a draft of such a 
statement, but it was not until the sixth day that we received the first 
written draft submission, defining .the recommendations which the com- 
plainants desired us to make in our Report. The submission was later 
revised on two separate occasions, the &al version being handed to us 
(without prior leave) on the eve of the last day but one of the ' hearing 
after Counsel for the iBoaird had opened his /final address to us. In this 
final form it is also reproduced in Appendix I to this Report. In his final 
address Counsel for the complainaaits apologised for the number of sub- 
missions that had been put before us by the complainants during the 
hearing. 

10. By letter on 22nd August, 1957, Che coimplainants asked that the 
hearing should be held in public as reference to the complaints had been 
made in the Public Press and in the Board’s Annual Report. The Regula- 
tions governing our enquiry lay down the rule, however, that we should meet 
in private unless we determine otherwise in any particular case, and we 
decided to defer our decision until Counsel for both sides had made oral 
submissions on the matter. Counsel for the oomplainants supported the 
application on the grounds that the issue was one that concerned the 
■industry as a whole and involved matters which were clearly in the public 
interest and that no fact or circumstances of a security or secret nature 
made the hearing diffierent from any oither enquiry. Counsel for the Board 
pointed out that the reasons given by the complainants did not amoiuut to 
justification for treating this partioular case as an .exception from the 
rule laid down in the Regulations, and also urged that with a private 
■hearing there was less likelihood of ©mbarrassment if either party should 
wish to refer to facts and figuT'es concerning individual firms. We were 
unanimously of opinion .that there was nO' case for a departure from the 
general rule, and accordingly decided that the hearing be in private. In 
giving the decision of .the Committee the Chairman said : “ There will be 
a Report in due course and ;the Minister will decide whether it S’hall be 

(b Towards the end of the hearing, we were informed that there had been a change in the 
Chairmanship of the Board, but Counsel for the Board gave the assurance that this change 
had no effect on the matters before us, and that the attitude of the Board towards the com- 
plaints was unchanged. We were also told that the evidence of the previous Chairman 
(Mr. Ivor Morris) still stood, although it was not possible to say that the new Chairman 
(Mr. H. C. Falconer) would have given exactly the same answers as the witness on matters 
of future policy. 
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published. It is most likely to be aind that, I think, will give sufficient 
information of the issues in this case, and the decision, and the reason 
for the decision 

11. In the course of the hearing we decided that it would 'be helpful in 
considering the issues before us if we were to have a view of the Idnd of 
busm^ conducted by merchants acting as the Board’s agents. We therefore 
invited both sides to co-operate in suggesting a short programme of visits, 
which we were able to complete before the hearing ended. On all our 
visits we were accompanied by representatives of boffi- sides. Details of 
the firms which we visited are given in Appendix III to the Report.^ We 
found these visits most helpful, and we should Idee to express oin: appreciation 
of the courtesy and consideration with which we were treated. 

12. We feel bound here to comment on a lack of precision on the part 
of the complainants in formulating their grievances and the remedies which 
they wished to propose. Our conduct of the 'hearing itself was further 
hampered by two circumstances, both of which had the effect of prolonging 
it. In the first place, as we 'have said, iboth sides were xe^juested some 
time before the hearing was opened to submit proofs of evidence of witnesses. 
The complainants were at first unwilling to do so. 'In fact copies of their 
proofs of evidence were only received during the course of the hearing, 
and there was no proof at all for one of their chief witnesses, whose 
examination occupied a day and a half. Secondly, a formidable array of 
documents in the case, agreed ;between 'the two sides, was presented to us 
only on the opening of the first day of the healing. It would have been 
of great assistance to us if we had had time beforehand in which to study 
these documents, and perhaps to discuss them among oiuselves. 

13. This is the first time a Committee of Investigation has been called 
upon to fimetion since the Regulations under which we work were revised 
after the war and to some extent we have been obliged to work out our 
procedure as we ’Went along. During the hearing it became clear that the 
existing arrangements for the presentation of complaints and the procedure 
before hearing were unsatisfactory in certain respects. We suggest that 
there may be a case for altering the Regulations -under which we work. 



Part II— The Complaints 

14. The matters raised in the original letters of complaint of Ihth Jmiuary, 
1957, were supplemented and to some extent modified by the complainants 
in their representations to .us on 17th April, 1957, and 25th July, 1957, and 
during the course of the hearing. In order to clarify the issues before_ us, 
we have felt it necessary to attempt to. define the specific matters complained 
of, and accordingly set out ibelow an analysis of the original letters and 
of* the subsequent representations and evidence in so far as these throw 
light on the subject matter in complaint 

LETTERS OF COiMPLAINT DATED 11 th JANUARY, 1957 

15. We have already indicated (in paragraph 9) that the original letters 
of complaint (docs. 1 and 2, Appendix I) were framed in very general 
■terms. The letters do, however, make clear that there were two main 
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matters of. complaint. The first was that, after the failure to reach agreement 
on certain major items in the Survey of merchants’ costs that had been 
carried out at the Board’s request, .the Board had acted unilaterally in 
offering individual merchants, “ in entire disregard of the wishes and con- 
tentions of the merchants ”, either a one-year contract subject to such 
terms as were alleged to make its acoeptanoe tantamount to commercial 
suicide, or a five-year contract at nates representing a 10 per cent, reduction 
on existing rates of remuneration. The second complaint was at the absence 
from the Scheme of any right of appeal by merchants to arbitration if 
aggrieved at any act or omission of the Board. It can also be inferred from 
the letters that 'the complainant organisation^' complained about the conduct 
of the Board during and after the negotiations on the agency contracts and 
about .the actions of the Board over the conditions under which producers 
could change their merchant and the merchants could canvass against each 
other. 

16. The complainants ended their letters by suggesting .the terms of 
reference for this Committee, and these give a further indication of the 
matters complained of. A review by the Committee is suggested of the 
relations between the Board and the merchants for the purpose of defining 
the services to be rendered by the merchants and their sub-agents and the 
allowances to be made .to them, the length of tenure of employment 
tor the merchants, the scope of the Board’s activities in themselves handling 
wool and the conditions upon which merchants may canvass and producers 
may change from one merchant to another. Finally the suggested terms of 
reference indicate the mature of the redress sought by the complainant 
organisations and suggest that the Committee should consider and make 
recommendations on the desirability of idefiming a formula upon which the 
rate of merchants’ remuneration should be based and the desirability of an 
amendment -to the Scheme to provide a right to arbitration for the merchants. 

THE COMPLAINANTS’ REPRESENTATIONS IM.TED 17th APRIL,. 

1957 

17. In their representations (doc. 4, Appendix I) the complainants did 
not attempt to define their complaints with greater precision, except to 
state an objection to any form of canvassing, but rather indicated in 
some detail their contentions under the various headings of their proposed 
terms of reference for this Committee. The document did, however, state 
that the complainants’ accountants were engaged on drafting a formula, 
for consideration by the Committee, on which merchants’ remuneration 
could be based. This formula was submitted to us on 3rd July, 1957, and 
is reproduced as doc. 6 of Appendix I. We mention the formula here 
only to dismiss it as the complainants did .not follow it up before us during 
the bearing. 

THE OOiMP.LAINANTS’ FURTHER PARTICULARS OF COMPLAINTS 
DATED 25 th JULY, 1957 

18. In their letter of 25th July, 1957 (doc. 7, Appendix I) the com- 
plainants gave further particulars oonceraing a number of matters referred 
to in their original letters of complaint. In this letter, the complainants 
confirmed the existence of unresolved disputes (and it is inferred camplaints> 

5 



Printed image digitised by the University of Southampton Library Digitisation Unit 



over the offer of the two-tier contract, over producers’ freedom of choice 
of merohant, and over freedom of merchants to canvass. In addition, it was 
stated specifically for the first time that the Board decided unilaterally 
that the Cost Survey of merchants’ costs could not be used as originally 
intended and that the Board ultimately ignored the results of the Cost Survey. 

19. In this document complaint was also made for the first time of the 
way in which the Board had disregarded the recommendations of the Joint 
Committee (constituted under para. 33 of the Scheme) on the three occasions 
that were cited. Although the actions of the Board in this respect were 
mentioned in the letters of 11th January, 1957, the reference there forms 
part of the complainants’ argument that the Joint Committee is not an 
effective method of settling disputes between the merchant organisations and 
the Board, but it was also their view that 'the Joint Committee served a 
useful purpose and they said that they did not suggest that its constitution 
should be amended. We have not, therefore, regarded the issue as a separate 
matter of complaint but rather as a matter that contributed to the deteriora- 
fion in the relations between the complainants and the Board. 

20. One of the three disputes on the Joint Committee related to a 
proposal by the Board to start an experimental handling unit at Oak Mills, 
and it was implied in the letter of 25th July, 1957, that objection was taken 
to the persistence of the Board in carrying out this proposal. On the other 
hand, in the earlier letter of 17th April, 1957, the suggestion appeared to be 
that the running of an experimental unit should be within the defined scope 
of the services to be rendered by the Board, though nothing beyond that 
should be contemplated. 

MODIFICATION OF THE COMPLAINTS DURING THE HEARING 

21. On the second day of the hearing, at our request Counsel for the 
complainants addressed us on the heads of the recommendations which the 
oomplamants desired us to make. He redefined the recommendations sought 
as being; — 

(1) that the following amendment should be made to the Scheme — 
“ any body of merchants belonging to an organisation represented on 
the Joint Committee which is aggrieved by an act of omission or 
commission of the Board may refer the matter to the arbitration of 
a single arbitrator to be agreed between the association and the 
Board or in the default of agreement to be appointed by the Minister 
on the application of either party and the arbitrator may make such 
order in the matter as be thinks proper ” ; and 

(2) that the terms relating to remuneration contained in the current 
contracts between the Board and the merchants should be submitted 
to arbitration. 

In this way. Counsel for the complainants said that the various matters 
in the terms of reference set out in the penultimate paragraph of the letters 
of 11th January, 1957, would be dealt with as part of the contractual 
document, the terms of which would be subject to arbitration ; and that, 
while not dropping the item relating to change of merchant and canvassing, 
he was expecting this item to be covered under the terms of an expanded 

6 



Printed image digitised by the University of Southampton Library Digitisation Unit 



aeency agreement. He added that everything in sub-paragraph {b) of the 
letters relating to the definition of a remuneration formula was really deleted 
if the existing dispute in respect of the 1955 contract remuneration was 
determined by arbitration, and that sub-paragraph (c) no longer applied 
since he had proposed the revision of the recommendations sought. 



22 On the sixth day of the hearing. Counsel for the complainants put 
in a submission in writing. This first referred to the act of the Board which 
was said to be contrary to the interests of members o^f the complainant 
organisations and not in the public interest as being the offer of the alter- 
native forms of contracts not approved by the complamant orgamsations 
on behalf of their members. It then set out the recommendations which 
the complainants wished us to make, and followed the form outlined by 
Counsel on the second day of the hearing but included a new section pro- 
nosing an amendment of the Scheme to provide machinery, on the Mes of 
that operating under wartime control, for deciding on producers applications 
for change of merchants where there was objection by the merchant who 
would lose the clips. It was also stated that a dkeotion to the Board was 
‘?oueht to require the review of the remuneration terms of the current 
contocts with effect from 1st May, 1957, and the reference of the matter 
to arbitration if no agreement was reached. 



23 On this day Counsel for the complainants again confirmed that we 
were not now being asked to make a recommendation, as part of the redress 
sought, in respect of the formula on which merchants’ remuneration shouldi 
be bas’ed. While this had been the complainants’ original intention, they 
were dropping the matter now that it was proposed that the remuneration 
rate under the current contract should be reviewed and subject to arbitration 
if no agreement was reached, but that tiiey might raise it in the course of 
discussion on the proposed review. However, in the adjoumment before 
the opening of the eleventh day of the bearing, the complainants sent us the 
second version of their submission in which they invited us to recommend 
that a direction should be served on the Board to the effect that the rate of 
the remuneration should be fixed at a certain specified figure for the last 
three years of the term of the contract. Counsel for the complainants 
explained on the eleventh day of the hearing that the suggestion had been 
made for us to determine the rate of remuneration because it had occurred 
to the complainants that we had received sufficient material to discharge the 
function that had been proposed for the reference to arbitration. This 
suggestion had not occurred in the letters of complaint dated 11th January, 
1957, or subsequent documents, and was now made formally for the first 
time,’ and we told the complainants that in the circumstances we were not 
prepared to entertain it. 



FINAL SUBMISSION AND ADDRESS BY THE 
COMPLAINANTS’ COUNSEL 

24. The complainants’ third and final submission (doc. 10, Appendix I) 
was put before us by the complainants’ Counsel on the eve o£ the last day 
but one of the hearing. It was similar in form and content to the submission 
put to ns on the sixth day (see paragraph 22 above) but there was one 
important addition. This was ‘the inclusion of a further item in the first 
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part of the submission to the effect that we should find that the conduct of 
the Board as set out in the letters of complaint dated 11th January, 1957, 
and particularised in the letter of 25th Jidy, 1957, was contrary to the interests 
of members of the complainant organisations and not in the public interest. 

25. In his final address. Counsel for the complainants explained that his 
clients had not abandoned or modified any of the original matters mentioned 
in the letters of 11th January, 1957, and in the further particulars given later. 
He said, however, that the complainants did take the view that certain 
matters, such as the Oak Mills affair, had rather lost their impact, and that 
the real dispute was in relation to change of merchant, arbitration machinery 
and the terms of remuneration in the contract. 

THE COMMITTEE’S DEFINITION OF THE COMPLAINTS 

26. In his final address Counsel for the complainants also suggested to 
us that, rather than make findings on a number of acts or omissions of the 
Board, it would be a better way for us to deal with them if we regarded 
the acts or omissions as part of a course of conduct of which each separate 
act formed steps progressively along the same road, and then to ask the 
question whether or not that couree deliberately and systematically pursued 
had the effect of producing a situation contrary to the interests of the 
merchants and contraiy to the public interest. In a sense, we were being 
asked to consider whether the position which the Board occupies vis-a-vis 
that of the merchants invites an abuse of power which the Board did not 
adequately resist. We have kept in mind, in arriving at our conclusions, 
the concept of such a general background complaint and we deal specifically 
with it in Part VI of our Report. But we have also to answer the particular 
questions in our terms of reference and this involves looking iadividually 
at the alleged acts and omissions of the Board. We have taken these to be ; 

(1) The alleged arbitrary conduct of the Board during and after the 
negotiations on the contract, and in particular their action in 
offering to individual merchants, contrary to the wishes and conten- 
tions of the complainant organisations, either a one-year contract 
subject to such terms as were alleged to make its acceptance tanta- 
mount to commercial suicide, or a five-year contract at rates repre- 
senting a 10 per cent reduction on existing rates of remuneration. 

(2) The granting of greater freedom for producers to change their 
merchant and the removal of the ban on canvassing by merchants. 

(3) The act of the Board in setting up an experimental handling unit at 
Oak Mills, Bradford, contrary to the recommendations of the trade 
members on the Joint Committee. 

We deal with these three items in Part V, Sections (A), (B) and (C). 

27. The redress sought by the complainants has been stated in their 
third and final submission (doc. 10, Appendix I). It includes (i) a right to 
arbitration on the remuneration rate in the current contract as from 1st May. 
1957, and on any future disputes between them and the Board ; and (ii) 
the introduction of appeal machinery for deciding on disputed applications 
by producers for authority to change their merchant. 

8 
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28. During the hearing we tried to obtain from the chief witnesses for 
the complainant organisations an indication of the kind of topics which they 
might wish to refer to arbitration in the event of a dispute. It seemed a 
matter of some importance that we should be given a clear view of the 
manner in which disputes over questions other than scales of remuneration 
would be presented for arbitration and of the criteria which an arbitrator 
would apply, or would be expected to apply, to them. However, in spite 
of repeated questioning, we were unable to obtain from the witnesses any 
definite statements of what they had in mind apart from the right of appeal 
in the event of any dispute affecting their status, conditions of employment 
and matters of remuneration. They did, however, make it clear that they 
foresaw the need for the right to arbitration in the event of any fresh dispute 
which might arise if the Board wished to expand their own handling activities. 
They appeared to contemplate that any such dispute worfd 'be covered in their 
proposed provision for arbitration and that no specific restriction of the 
Board’s power (under paragraph 73 (1) (a) of the Scheme) was called tor. 

29. It is also relevant to mention that during cross-examination of the 
Board’s witnesses and in his closing speech. Counsel for the complainants 
sought to show that any such provision for arbitration as proposed would 
not conflict with the Board’s actions in the field of policy. He mamtained 
that there was a clear distinction between the formulation of policy and 
acts or omissions in respect of the implementation of policy decisions, and 
that the complainant organisations were seeking the right to arbitration only 
over acts or omissions which affected the interests of their members. While 
we have considered this argument, we cannot agree that the distinction is a 
real one; if an arbitrator can prevent or undo actions arising out of a policy, 
he is thereby given the right to affect policy (see para. 180). 



Part III— General Submissions by Counsel 

30. Before turning to consideration of the complaints, it may be con- 
venient to refer to certain submissions made to us by Counsel on both sides 
concerning the scope and interpretation of Section 9 (5) of the Agricultural 
Marketing Act, 1931, and of certain parts of our terms of reference, and the 
statutory authority for arbitration for persons other than registered producers. 

INTENTION OF SECTION 9 (5) OF THE 1931 ACT 

31. Counsel for the Board argued that the Minister’s powers to take action 
under thk subsection following a complaint about a provision of a scheme, or 
an act or omission of the Board, were limited in important respects. First, 
the Minister could act only if a Committee 'Of Investigation found that there 
was a legitimate matter of complaint ; and secondly the Minister had no 
power to amend a scheme in any way that was not authorised by the Acts. 
He urged that it was the duty of the complainant to make clear to the Com- 
mittee what he was asking them to find objectionable, either the provision 
of the scheme which operated against his interests or the act of the Board 
which had a similar effect, and that if the complainant asked the Committee 
to recommend action by the Minister to remedy that matter then he should 
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ensure that the action recommended was appropriate to rectify the matter 
Where in the course of a hearing before the Committee a complainant naa 
defined in some way the matters complained of and omitted reference to 
items that had been included in his original complaint to the Munster, then 
the Committee had no duty to report on the items that had been omitted but 
should simply state in their Report that the complamt in respect of these 
items had been dropped. In contrast he saw no objection to the Committee 
mnlrin g general observations in the course of dealmg wtih the meters on 
which they were asked by the complainants to make a findmg. to the second 
version of their pleading (which was the current version at that time) to 
complainants had mentioned as a matter of complaint only the offer direct 
to merchants of alternative forms of contract containmg terns not approved 
by the complainant organisations. Counsel for the Board argued that we 
should regard this as the complete and final version of the matter complamed 
of and refrain from making findings on any other matters. 

32 As we have stated above (para. 23), this submission was amended a 
second time. It was afterwards explained on behalf of to complamants 
that it was not their intention to resile from or modify or abandon any 
complaint which they had made. They had simply sought to cryst^ise and 
e^asise the three major matters likely to affect to relations between the 
Board and to merchant orgamsations in the future, namely change 
chant, the need for arbitration machinery and resolution of the dispute on 
the rates of remuneration. 

33. While we accept to explanation given by Counsel for the com- 
nlainants we think that it was unfortunate that the complamants should 
have produced documents which, albeit inadvertently, did not cover fully 
the matters which they desired us to report on._ We appreciate tot as a 
result the Board may have been misled into thtomg that they bad 
only to items that remained. We are of opmion, however, that neither to 
Acts to Statutory Regulations nor the directions which we have received 
require us to limit our findings exclusively to the matters contained m the 
coVatoants’ form of pleading and tot our task is to consider report 
on to matters included in the letters of oomplamt referred to us, although 
we should naturahy have to take note of any statement made by to ^m- 
plainants that particular matters were no longer the subject of current 
complaint. We conveyed this view to Counsel for the Board m the course 
of his final speech, and he was accordingly able to address us on wider 
issues ton he had intended to do originally on to basis of the second version 
of to complainants’ pleading. Although the misunderstandmg has been 
cleared up in this way we think it right to state our view that we are free to 
make such findings as we think proper, m the light of the oral and written 
evidence put before us on the basis of the complamts originally referred to us. 

THE INTERPRETATION OF CERTAIN PARTS OF OUR 
TERMS OF REFERENCE 

34 The expression “ contrary to the interest of any persons affected by 
the Scheme ” (see para. 2 (a) of this Report). Counsel for to ‘Beard 
us that the meaning of this expression had been considered by the Committee 
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of Investigation, presided over by Mr. Whitehead. wMch mwstigat^ com- 
plaints about the Milk Marketing Scheme and reported m 1936. In their 

Report they said ; , ^ - 

“Unless some qualification such as ‘reasonable and proper is 
imolied any action which had the effect, for example, of increasing the 
nrice to’ be paid by the complainants would obviously be contrary to the^ 
inter-ests and on that issue there would be nothing to inquire into. ( ) 
Counsel for the Board invited us to introduce a similar quahfication in the 
nre^nt case Counsel for the complainants did not dissent. We agree with 
Sr views expressed on the matter by the Whitehead Committee and we 
have regarded the word “interest” 'as being qualified by the word 
“ reasonable ” when answering para, (a) of our terms of reference. 

35 The expression “ not in the public interest ” (see para. 2 (6) of this 
Report) Coimsel for the Board invited us to accept the comprehensive 
Steroretation which was placed on these words m the Re^rt of the 
Whitohead Committee.(^) Counsel for the complMants did not dissent from 
this view We accept the interpretation of the Whitehead Committee, and 
in particular draw attention to their suggestion that : 

“ the word ‘ public ’ should be given a comprehensive interpretation. Bor 
example if a particular act was found to be m the intetost of a sub- 
stantial part of the pubUc, it need not be shown that it is m everybody s 
interest Also, an act would be in the public interest if shown to be in 
the interest of a substantial majority of the public, notwithstonding the 
fact that it might be contrary to the interest of some section of the public . 
In addition to the precedent from the Report of our predecessors, we have 
had regard, where appropriate, to the defimtion of pubhc interest moorporated 
in Set^on 14 of the MonopoUes and Restrictive Practices (Inquiry and 
Control) Act, 1948. to the way in which the definition has been mterpreted 
by the Monopolies Commission in its published Reports, and to Section -1 
of the Restrictive Trade Practices Act, 1956. 

36 The Whitehead Committee also took the view “ that to prove that an 
act is not in the public interest is a different thing from havmg to prove that 
it is contrary to the pubUc interest.” Counsel for the Board made no 
submission against this interpretation, which he said be quite happy to 
accept. Counsel for the complainants, while welcoming the view exprespd 
bv the Whitehead Committee, was not content, when it came to the point, 
to argue merely that the acts which on his submission were contrary to 
interests of the complainants were not in the public mterest, but submitted 
that they were positively contrary to it. 

ARBITRATION FOR PERSONS OTHER THAN 
REGISTERED PRODUCERS 

37. Counsel for the Board pointed out that the Marketing Acts required 
specific provision to be made in each marketing scheme for arbitration for 
registered producers. No .ref.erence was made to arbitration for rther persons 
and any such provision in a scheme would have to be justified by some 
(‘) Report of the Committee of Investigation for England on 

193^(1936). p. 5. 
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other provision in the statute than that which directs 'the insertion of the 
provision for producers. He contended that such a provision for merchants 
would be ultra vires the Acts. He suggested that ithe only section that 
could be payed in aid was Section 6 (2) of the 1931 Act, which states: 

“ Every scheme may further provide for such matters as are incidental to 
or consequential on the provisions of this Act relating to the contents of 
schemes or are necessary for giving effect to those provisions ”. He did not 
allow that this provision provided the necessary authomty since the Acts 
themselves provide for schemes which empower marketing boards to market 
a product and not for schemes which provide for boards to be controlled 
by the decisions of an arbitrator. He fortified his submission by reference 
to other provisions of the Acts. First. Section 13 (1) of the 1933 Act pro- 
vides for a board to be given power to negotiate with other persons and to 
agree to bring into consultation a third party in case of disagreement ; and 
he suggested that it would have been surprising if ParUament had thought 
it necessary to enact Section 13 (1), if Section 6 (2) of the 1931 Act would 
enable provisions to be written into a scheme for binding arbitration as 
proposed by the complainants. Secondly, he argued that Section 9 of the 
1931 Act provided for the Committee of Investigation as part of the 
machinery for rectifying complaints concerning the operation of schemes and 
that arbitration as proposed would really deprive Section 9 of any sensible 
content. 

38. Counsel for the complainants contended that Section 6 (2) of the 
1931 Act provided necessary statutory authority for this kind of arbitration 
in cases where agents were envisaged in a scheme and were an essential part 
of the marketing arrangements operated by the Board. He referred to 
Sections 5 (h) and 5 (/) of the 1931 Act as contemplating the employment 
of agents under a scheme and urged that the wool merchants acting as the 
Board’s agents were an essential ingredient of the Scheme. In his argument 
Section 6 (2) of the 1931 Act therefore provided the authority required for 
machinery of the kind proposed to be written into the Wool Scheme for 
determining differences between the Board and their agents over their terms 
of employment and other relevant matters. The alternative was the sanction 
of necessity, and he maintained that this could not properly be applied to 
oblige an agent to accept whatever terms the Board thought fit. To reinforce 
his views he relied on the provisions of paragraph 77 of the British Egg 
Marketing Scheme, 1956, which provide full arbitration for egg packing 
stations acting as agents of the Egg Board ; and he did not agree that sub- 
para. (7) was so framed as to exempt the Board from the general requirement 
of the Arbitratiou Act, 1950, which rendered any award bindiug on both 
parties. Counsel’s case was that if the Minister had the power to make 
provision for full arbitration for egg packers, he could provide the same 
thing lor the wool merchants who wanted similar rights. 

39. From our reading of the relevant provisions of 'the Acts we incline 
to the view that arbitration of the kind sought could not be written into a 
scheme and we imdeistand that paragraph 77 of the British Egg Marketing 
Scheme, and equally paragraph 68 of that Scheme, are so framed as to 
exempt the Board from the obligation to accept the arbitrator’s award as 
binding. As will be seen (paras. 180-182) we have not found it necessary 
to reach a final view on this issue since our conclusion is that arbitration 
as sought by the complainants would not be justified on the merits of the 
case as presented to us or provide an appropriate remedy. 
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Part IV — Historical and Factual Background 

40. We think it is approipriate to consider the complaints against the 
background of the relevant events of recent history of wool marketing and 
to summarise the factual material relating to the disputes. We accordingly 
set out in this part of our Report the factual background against which we 
have consider^ the complaints. For the most part this is based on 
material submitted to tis in evidence, but it has been supplemented from 
factual information prepared for us at our request by officials of your 
Departments. 

PRE-WAR METHODS OF MARKETING 

41. Before the war 'the annual average wool production in the United 
Kingdom was in the region of 105 million lbs., about two-thirds of which 
was fleece wool and the balance feU-mongered or skin wool, i.e. removed 
from sheep or lamb skins. (We are concerned in this Report only with 
fleece wool, since .the Board’s regulatory powers are confined to the market- 
ing of fleece wool, which still represents about two-thirds of the United 
Kingdom wool production.) 

42. Whilst a small proportion of fleece wool produced in the United 
Kingdom was sold by producers direct to manufacturers, the great bulk 
of home-'grown wool was sold by producers to one or other of three 
different types of wool merchant — 

(i) those Who sold to other merchants without grading ; 

(ii) those who 'graded the woo-ls and sold to other merchants but not 
to’ users ; and 

(iii) those who-ibought both from producers and from other merchants, 
graded the wools and sold direct to manufacturers. 

In 1939 there were in England and Wales 153 merchant firms as in (i) above 
and 126 as in (ii) and (iii). Many merchants employed agents to collect 
on their behalf from producers, the number employed being not far short 
of 1,000. 

43. Owing to its greater uniformity, possibly 75 per cent, of the wool 
produced in Scotland could be sold to manufacturers in the ungraded state ; 
there were 31 merchants operating in Scotland and many of these merchants 
also employed collecting agents. 

44. Merchants canvassed producers for their wool clips, and there was 
competition in the prices offered to- -producers. According to the evidence, 
the prices offered did -no-t normally vary by more than |d. to Jd. per lb. 
In many cases the -purchase of a producer’s wool might be part of a 
business transaction between -the producer and the merchant in which the 
merchant accepted a producer’s wool in part payment for farm requisites, 
e.g. seeds or fertilisers, the sale of which was often part of the merchant’s 
business. 

45. There were about 400 grades o-f -home-grown wool, so that grading 
was a complex operation. This was due, not only to the large number of 
different breeds of -Sheep and to the variation between^ fleeces of the s^e 
breed, but also to the large number of local grades in use at that bme. 
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The quality of British wool was relatively low compared with its imported 
equivalent. {We thinV it relevant to note that, according to information 
put before us. the status o.f British wool has improved under organised 
marketing and it now realises better prices than its overseas equivalent.) 



WAR-TIME AND IMMEDIATE POST-WAR MARKETING 
arrangements 

46 During the war years and up to 1950 the Government was Respon- 
sible, through the Wool Control, for the purchase and marketing of the 
United Kingdom wool clip. The procedure followed was based on freezing 
the pre-war pattern of trade, tout with the basic difference that merchants 
ceased to trade as principals. The actual collection of wool was entrusted 
to the merchants of pre-war standing, each firm .being authorised to 
collect from specified proiducers. Generally the producer was linked with 
the merchant who purchased his wool in .pre-war years, but in some instances 
changes were necessary, e.g. where maintenance of the pre-war connection 
involved unnecessary transport. To maintain the pre-war pattern, producers 
were prevented from changing from one merchant to another and canvassing 
for custom by merchants was prohibited. 

47. The Wool Control recognised three types of merchants : the “ A ” 
merchant, who himself coUected a high proportion of the clip and ^ who 
also accepted wool collected by “ B ” o.r “ C ” merchants ; the B 
merchant, who usually had transport and storage facilities but was not a 
grader and who collected the wool either from the farm or ,thro.ugh the 
“ C” merchant and sent it to the “ A ” .m.erchant ; and the “ C ” merchant, 
who was purely a collector with nO' premises or transport and sent the 
wool collected to the “ A ” or “ B ” merchant. The “ A ” merchant was 
responsible for grading the wool and for storing it until instructions for 
disposal were given by Wool Control. 

4S The “ A ” merchant .paid the producer for the value of his clip and 
received reimbursement from the Wool Control. For his services he received 
a commission. This covered the cost of providing bags or sheets m which 
the wool was packed, transport to the warehouse, storage of the wool 
while in the warehouse, interest on the capital required to finance payments 
to producers, and an allowance calculated to give the merchant a reasonable 
return for .the work and specialised knowledge expended in gradmg and 
valuing and for his services generally (the gradmg during this period was 
gradually 'brought G'n to a national stMid3Jd basis so that the number of 
grades of wool eventually was reduced to about 250). In Scotland lie 
procedur-e differed in that wool was valued not by the merchants but by 
qualified .staff directly employed by .the Wool CO'ntrol. 

49. The cost to a merch'ant of handlinig wool varies per pound of wool 
handled according to the type and grade of the wool. For example one 
important source of variation lies in .the average weight of .the fleece, 
which for some breeds of sheep is as much as three times as great as for 
others. These variations were allowed for in remuneration schedules 
attached to the contract, setting out the fees to toe paid to merchants for 
handling the various types of wool (see paras. 68-70). 
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50 K a producer was not satisfied with the price offered_ by the 

V,, mold appeal for a further valuation to the appropriate area 
by the Control. The tribunals comprised three 
nrX^rs nominated by the Farmers’ Unions and three merchants nomma ed 
rtS organisations. The Area Officer of Wool Control acted 

I iPhairman but took no part ia the discussions and did not vote. These 
coi^ittees ato considered and advised on applicattens from producers for 
T, rtf mf-rrhant They were advisory committees with no executive 
fu^S: rgrfcuS Departments! to whom there was a right of 

appeal, could overrule the decisions of the committees. 

BRITISH WOOL MARKETING BOARD 

51 Tp October 1949 a draft British Wool Marketing Scheme was sub- 

mitted by fh^NadoTai Farmers- Unions of England and Wales and o 
nutted by me Farmers’ Union. A public mquiry mto objections 

Mgtl as^t the scheme was held and our ^ 

and the Co o^rat merohants, as far as was possible 

hoped to . as the Wool Control had done, except that 

consistent w A effici^ y^ fo,, the producer. 

Board. . • • i 

commodities for which provision was made in Part I of the 
guaranteemg prices and assuring markets. 

53 The main provisions of the Scheme, which fgtilato the marketing 
of fiLe wool pr^uced in the United 'Kingdom (except the 'County of 
Zetland), are as follows : . 

(i) There is a Board consisting of ten re^'Onal members e]^^ oSwr! 
by registered producers, two special members etet ^ , , 

frem the country as a whole, and 'three m^bers .aPPO^ted by 
Ministers ; the Chairman and Vice-Chairman are appointed annually 

15 



Printed image digitised by the University of Southampton Library Digitisation Unit 



by the Board from within this number. In practice the two special 
members have always been merchants ; at the present time one is a 
private “ A ” merchant and the other is a Director of a Scottish 
Co-operative firm of wool merchants. One of the three memibers 
appointed by Ministers is a Chartered Accountant, one is Professor 
of Government at Manchester University and we understand that at 
present there is a vacancy. 

(ii) There is an advisory committee known as the Joint CO'mmittee, which 
represents the views of the persons concerned with the marketing, 
processing and manufacture of wool. It must meet at least four 
times a year and must be consulted by ‘the Board on “ any major 
change of principle in the handling or marketing of wool”. The 
provision dealing with the Joint Committee was settled between the 
merchant organisations and the promoters during the public inquiry 
but it is noteworthy that it makes no specific mention of merchants, 
(hi) All producers, except those with very small flocks(’^), who wish to 
sell their wool must register with the Board. Unless otherwise 
exempted, all registered producers may toe required to sell only to or 
through the agency of the Board and the Board must accept aU wool 
duly tendered by registered producers. The Board must pubUsb 
schedules of maximum prices and cause the producers’ wool to be 
valued as soon as practicable after it has been tendered. 

(iv) Under the heading “ Miscellaneous Powers ”, the Board are given 
general powers to buy, sell, grade, pack, store, adapt for sale, insure, 
advertise and transport wool. 

In practice the Board elected to become 'the sole buyers of aU fleece wool 
produced in the United Kingdom. They took over responsibility for the 
1950-51 wool clip and for the arrangements already made by the Wool 
Control for its collection and marketing. 

GUARANTEE ARRANGEMENTS 
54. The Government guarantee arrangements for wool are implemented 
through the Board under the terms of a Financial Agreement with Agricul- 
tural Ministers. The first Agreement was made retrospective so as to include 
the 1950-51 wool clip, and covered a five-year period to 30th April, 1955. 
During this period, a guaranteed average price per pound was determined 
for fleece wool at each Annual Review, for the twelve months commencing 
the following 1st May, and the Board were required to pay this price on 
average to producers for all wool tendered in that year. Ministers also 
determined an average allcwance per pound of wool to cover the Board’s 
marketing expenses including the merchants’ remimeration. The arrangement 
was that, if the proceeds from the sale of wool by the Board, together with 
~ny balance from previous years, were insufficient to cover the guaranteed 
verage price to the producers plus the allowance for marketing, the balance 
would be paid by the Government In practice the Board exceeded the 
marketing allowance in each of the first three years, and in August, 1952, 
sought an increase: ultimately increased allowances were allowed for the 
1953 and 1954 clips. 

(■) A producer is exempt from registration if he has not had in his possession more than 
four sheep, aged over four months, at any time either in the current or in the preceding 
calendar year. 
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55. At the and of the five-year period proposals for changes in the 
guarantee were discussed ibetween the Agricultural Departments, the National 
Farmers’ Unions and the Board, and a new Financial Agreement was nego- 
tiated. This provided inter alia that the arrangements should be deemed to 
operate for a maximum period of 15 years from 1st May, 1950, and that 
the guaranteed price should be inclusive instead of exclusive of marketing 
expenses and should be guaranteed to the Board on behalf of producers, 
instead of to producers collectively as before. 

56. The Board, in a policy memorandum issued to the merchants in 
January, 1953, extracts from which are given in para. 84. had outlined the 
measures which they intended to take in carrying out their duty of adminis- 
tering the Wool Scheme with efficiency and economy ; and in the field of 
procurement had stated that their prim^ aim was such cost reductions as 
could be obtained without loss of efficiency. The new guarantee arrange- 
ments were, we understand, expected by the Government to give the Board 
an even greater incentive to keep down marketing expenses and so obtain 
the best possible return for producers. 

57. The size of the clip, guaranteed price, merchants’ remuneration and 
realised price for each year 1950-51 to 1956-57 are shown at Table I of 
Appendix IV. It will be seen that the price has risen from 30' 8d. per lb. 
(27-05d. plus a marketing allowance of 3’75d, per lb.) to 56'25d. per lb. 
(inclusive of marketing allowance) ; that the merchants’ basic rate of 
remuneration has been increased only once during this time (in the year 
1951-52) ; that the actual rates received by merchants have varied very 
little ; and that owing to the very large surplus made in the year of the 
Korean war, there had been no call upon the Exchequer to make good the 
losses in each year, until 1956. 

58. The statutory basis of the guarantee arrangements is to be found in 
ffie British Wool (Guaranteed Prices) 'Order, 1955 (S.I. 1955/487). This 
Older revoked the British Wool (Guaranteed Prices) Order, 1951 (S.I. 
1951/744). which related to the earlier guarantee arrangements. 

THE BOARD’S MARKETING ARRANGEMENTS 

59. At a meeting of the Joint Committee on 30th January, 1951, it was 
agreed with the merchants’ representatives that the Board should employ 
as their agents only the “ A ” merchants, i.e. those merchants whose respon- 
sibilities under Government control are described at paragraph 48 above. 
This arrangement was designed to simplify control and to adapt the marketing 
organisation already in existence to the needs of a producers’ Marketing 
Board. It was not considered necessary for the Board themselves to employ 
“B” and “C” merchants; but the “A” merchants were permitted to 
employ such sub-agents as they wished to assist them in the collection of 
wool, subject to the approval of the Board. There were, in 1954, 635 “ B ” 
and “ C ” merchants employed as sub-agents by 73 “ A ” merchants. (The 
numbers have since been reduced and we are advised that in 1957 there were 
209 “ B ” merchants and 235 “ C ” merchants, plus three additional merchants 
who come into each category.) 

60. The numbers of “ A ” merchants employed by the Board in 1956 and 
the approximate weight of wool handled by them is given at Table II of 
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Appendix IV. whicli shows also the numbers affiliated to the five merchant 
organisations. The location of “A” merchants by regions for the wool 
year 1956-57 is given at Table III of this Appendix, and Table IV shows 
the numbers of registered producers and agents in each wool year since the 
Board came info operation. 

61. The majority of the “A” merchants are engaged in other business 
besides that of handling wool for the Board. The only figures given us 
were for the year 1954, when, of a total of 120 “ A ” merchants, 68 were 
engaged in other wool business, i.e. trading in wool after the auction stage, 
24 were agricultural merchants, seedsmen, livestock auctioneers, etc., and 
only 28 had little or no other business. In referring to these three classes of 
merchants in our Report we have used the expressions “ dual wool firms ”, 

“ dual agricultural firms ”, and “ single firms ” respectively. 

62. The “ A ” merchants undertook year by year to act as agents for the 
Board. A census of wool on the sheep was taken each year as near to 
1st May as possible and the wool in respect of each producer allocated to 
a particular merchant. Except in very special circumstances the allocation 
during the first five years of the Board’s operations was made to the merchant 
who handled the producer’s wool in the previous season and the merchant 
was not free to canvass for a producer’s clip. 

63. Under the system of collection of wool through merchants, the 
merchant in England and Wales and Northern Ireland is responsible for 
handling all the wool allocated to him by the Board and for providing the 
producer with an adequate supply of bags or sheets and string for the proper 
despatch of the wool to his premises. The wool year runs from 1st May 
to 30th April, and the peak of the season for collection of wool is generally 
from June to September of each year. Time of delivery is at the producer’s 
option ; but to encourage producers to spread their deliveries over a longer 
period interest is allowed in respect of wool delivered between 1st September 
and the following 31st January. In practice, however, the trade is highly 
seasonal, and witnesses for the complainants argued that the Board ought to 
do more than is now done to persuade farmers to spread their deliveries. We 
were informed that the Board had the matter under consideration. 

64. The merchant weighs, grades and values the wool in accordance with 
the Board’s schedule of prices, which gives a maximum price payable for 
each of approximately 250 grades of wool. Appropriate deductions are made 
for wool which is not up to the full standard of the grade and the reasons for 
the deductions recorded on the invoice prepared by the merchant and sent 
by him to the producer with payment of the amount due. In Scotland, owing 
to the different characteristics of Scottish wool, approximately three-fifths of 
the clip is sold intact, i.e. not graded or sorted. All Scottish wools are valued 
by the Board’s appraisers. 

65. In the event of a dispute arising between a producer and a merchant 
as to the weight or grading of wool delivered, paragraph 72 (6) of the Scheme 
provides that the case may be heard by an appeal tribunal representing the 
National Farmers’ Union, the merchants and the Board. Appeals are heard 
in London by a tribunal of five persons. We were told in evidence that there 
are very few appeals. 
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66 After completion of the grading, valuation and checking of wool, and 
payment to the producer, the merchant continues to hold the wool in storage 
at the Board’s orders. A significant proportion of the clip may have to be 
stored beyond the end of the calendar year. All wool bought by the Board 
is sold at auction: British wool auctions are held at eight centres in the 
United Kingdom and the sales programme extends over eleven months of 
the year. The Board employ two organisations of selUng brokers for this 

purpose. 

67. The Board employ a stag of appraisers who visit merchants’ premises 
to check that the wool is being correctly graded, and who may authorise 
sorting aUowances for wool containing extraneous matter. Within two weeks 
of parent by the merchant to the producer the merchant is reimbursed by 
the Board. A payment of his remuneration is also made. Remuneration 
covers the followmg services : — 



(а) carriage inwards ; 

(б) handling into store, grading and checking alter appraisal ; 

(c) use of sheets and carriage of sheets to producers ; 

(d) storage to 30th April (in respect of each clip year) ; 

(e) handling out to ultimate buyer ; 

(/) administration and clerical expenses in paying producers ; 

(g) interest on capital ; 

(h) profit margin. 

68 During the relevant period the Board continued to base their remunera- 
tion of merchants on the schedules in use during control (see para. 49 above) 
For ’P.ngland Wales and Northern Ireland the grades of wool are grouped 
into six schedules and the rate of remuneration per pound is laid down for 
each schedule, at two difierent figures according to whether the wool is washed 
or greasy. For Scotland the main distinctions turn on whether the clip 
is sold intact or not, and if it is graded on whether it is washed or greasy, 
while there are separate rates for the Orkneys and the Hebrides. 



69. The outcome in any particular wool year of the operation of the 
schedules is a weighted average rate of remuneration paid by the Board to the 
“ A ” merchants for the United Kingdom as a whole. In this Report repeated 
reference is made to the “ average rate of remuneration ’’ (sometimes described 
as the “ basic remuneration rate ”). In arriving at it, the weights which 
ate applied are, however, those defining the average of the composition of 
the United Kingdom clip in the years 1952 and 1953 rather than in the 
particular year in question. But the distinction is not material. During 
the period covered by our Report there has been no change of substance, 
apart from the treatment of daggings(^), in the relative rates per pound 
determined under the different schedules, and when reference is made to a 
reduction of, e.g. 10 per cent, in the average rate of remuneration it means 



(') The actual rate for handling daggings (i.e. wool naturally clotted with dung or earth) 
was increased from Jd. to lid. per lb., giving an average increase m the baste rate of remunera- 
tion of 0-6 per cent. 
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in effect a reduction by that amount in each of the individual rates applicable 
to the various schedules. 



70. It is important to realise that the remuneration schedules are designed 
to cover those differences, but only those differences, in the cost per pound 
of handling wool which are associated with differences in the type and grade 
of the wool. In so far as the schedules are correctly calculated, one “ A ” 
merchant should not make a larger profit per pound on the wool collected 
for the B(»rd than another “ A ” merchant merely because the wool is of 
a different type or grade. The schedules are not intended to deal with other 
differences in the cost of handling the wool. In particular, the profits of 
different “ A ” merchants on the work which they cany out as agents for 
the Board will differ: — ^ 

(1) because some are more efficient than others (such differences in 
efficiency may be partly the result of some merchants operating on 
a larger scale than others) ; 

{21 because in working as agents for the Board some “ A ” merchants 
make less use than others do of “ B ” merchants, acting as sub- 
agents, and many “A” merchants do not employ “B” merchants 
at all : 

(3) because the cost per pound of handling wool depends not only on 
its type and grade but also on other characteristics. For example, an 
“ .A merchant who collects wool from farmers whose clips are on 
the whole relatively small, or whose farms are relatively distant from 
the merchant's store, will for such reason tend to make a smaller 
profit per pound of wool which he collects for the Board. To some 
e.xtent such differences are regional in character, farms tending to 
cany smaller flocks, and to be scattered more widely, in some regions 
than in others. Under the arrangements made by the Board for 
remunerating A merchants, except in oertain special circumstances 
no provision is made for differences of that kind in the cost of 
collecting the wool for the Board ; 

(4) because some by tradition perform additional services for the farmer — 
m Devon and Cornwall it has always been the custom for wool to 
be weighed and packed on the farm, and this practice is continued 
by “ A ” merchants in that area, notwithstanding the additional cost 
involved ; 

(5) because there is irregularity in the rapidity with which the clip is 
predated by the fanner for collection, and the earliar it has to be 
collected the more seasonal (and tharefore the more costly because 
of the need to woit overtime) is the merchant’s job, and the longer 
he may have to hold it in his warehouse. 



71. Thus the systan of remuneration might perhaps be regarded as 
soroewlut ^gh and ready. It emerged under the stress of war and it may 
seem that it is not neoe^aiily the best system to serve a more permanent 
pnrp<«®. In the memorandum proposing an investigation into merchants’ 
mned by^ the Board early in 1953, it was said that they were “ in 
^ f^taal information on the costs incurred by the different classes of 
A merchants . The Board expressed the hope that as a result of obtaining 
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estimates of average costs for different groups it would be possible “ to 
ensure that remuneration was equitably distributed”. This objective does 
not appear to have been pursued. 

CHANGES IN THE BOARD’S MARKETING ARRANGEMENTS. 

1955 ONWARDS 

72. Following a Cost Survey taken in co-operation with the merchants, 
and negotiations on various forms of contract which are described more fully 
at paragraphs 90 to 100 below, the Board in March, 1955, made changes 
in their offers of contract for the wool year commencing 1st May, 1955, 
and in the conditions of service of the merchants. In place of the previous 
one-year contracts, alternative forms of contract were offered on the following 
basis 1 — • 

(1) Either a one-year contract at the existing rates of remuneration plus 
an agreed increase in the allowance for daggings ; 

Or a five-year contract at the above rates less 10 per cent, on the 
fees for grading and handling(’-). This contract would also make 
provision for an annual adjustment in respect of changes in costs where 
■the net average cost change exceeded 2 J per cent, either way. 

(2) The Board also announced certain other changes in the conditions of 
■service of the merchants ; — 

(a) Whereas it had been the practice that wool producers couH 
change their merchants only in exceptional circumstances, they 
would now be free (subject to four expressed limitations) to 
choose the merchants whom they wished to handle their 1956 
and subsequent clips. There was an overriding condition, 
however, that no producer could change to a merchant receiving 
the higher rate of remuneration, i.e. from a merchant serving 
under a five-year contract to a merchant serving under a one- 
year contract. 

(i) Merchan'te would 'be free to canvass producers for the handling 
of their clips. 

These terms were never agreed by the complainant organisations, who advised 
their members to sign the five-year contract under protest. Ultimately all 
the merchants signed the five-year contract. Signed contracts from 48 
merchants, representing 52 contracts, were accompanied by letters of protet, 
and 75 contracts were received -by the Board without in^vidual expression 
of disapproval. 

73. During the 1955-56 season correspondence was exchanged between 
the Board’s and the merchant organisations’ accountants on the method of 
calculation of the adjustment provided, for in the five-year contract fOT cost 
variations if these amounted to more than 2^ per cent, either way in any 
year, and procedure was agreed between the Board and all the merchant 
organisations. At the end of the 1955-56 wwl season the Board in con- 
sequence issued supplementary contracts, giving effect to tte principle m 
retrospective adjustment for increased costs. The percentage increases made 

P) The reduction did not operate on the relatively unimportant allowances for extra 
storage, sorting and carriage. 
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each year as a result of 'the application of the oost-variation clause are as 
follows : — ■ 

Increase on 

1955-56 basis 

1955- 56 7 per cent applied retrospectively at the end of the 

1955-56 season. 

1956- 57 15 per cent i.e. the above 7 per cent plus 2 per cent. 

applied at the 'beginning 'of the season, 
plus 6 per cent applied retrospec- 
tively at the end of the 1956-57 season. 

1957- 58 17 per cent. i.e. the above 15 per cent, plus 2 per cent. 

applied at the beginning of the season 



(any end of season adjustments for 
1957-58 are not yet known). 

The average weighted remuneration actually realised in each year up to the 
1956-57 clip year is set out at Appendix IV, Table I. 



HANDLING BY THE BOARD 

74. At a Board meeting on 24th February, 1955, it was decided to 
establish a small experimental unit for direct handhng of producers’ wool 
at the Board’s new premises at Oak Mills, Bradford. This unit was to 
handle part of the clips allotted to a Cumberland merchant who wished to 
give up part of his business. The proposal had 'been submitted to the Joint 
Committee on 23rd 'February, 1955, and was strongly 'objected to by all the 
merchants’ representa'tives (see para. 160). The unit commenced operations 
at the beginning of the 1955-56 cHp year. 

THE JOINT COMMITTEE 

75. During these years the Joint 'Committee provided for in the Scheme 
(see para. 52 (ii)) met regularly as required but held no other meetings. It 
has been constituted as follows : — 

1 member representing the Country Wool Merchants Association 

1 member representing the British Wool Federation! 

2 members representing the 'Wool Federation of Scotland 

1 member represeniting the Welsh Country Wool 'Merchants’ Association 

1 member representing the U.K. Co-operative Wool Federation 

1 member representing the U.K. Fellmongers’ Association 

1 member representing the Wool Textile Delegation 

6 members representing the Board (the Board include in their nominees 
one Board member with merchanting 'experience and one Board 
member appointed 'by Ministers). 

76. Because of the presence of the 'two members repres'enting other wool 
interests, it was agreed by the Board and the merchant organisations that 
matters governing 'their contractual relations with the Board should be dealt 
with mainly at meetings 'between the Board and representatives -of the five 
merchant organisations rather than in the Joint Committee. The following 
is an extract from the Board’s document “ PoUcy for the Future — ^Merchants ” 
issued in January, 1953, bearing on this point: — 

“ . . .as re-organisation progresses it will be difficult for the Joint 

Committee to digest and advise upon the complex issues involved at its 
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comparatively few meetings. In order to keep merchants’ Federations 
in closer touch with development, meetings may be held between the 
Secretaries of the Federations and the Board’s Officers. In the light of 
these discussions merchants’ representatives on the Joint Committee can 
attend its meetings fully briefed with the background of each subject. 
The Joint Committee is the functional link between the Board and the 
Wool Trade and the passing of more detailed information through 
meetings of Secretaries should increase the potential value of the con- 
sidered advice forthcoming from the Joint Committee”. 

******* 

77 The negotiations on remuneration were in fact largely conducted 
between a Co-ordinating Oominattee of the four private merchant organisa- 
tions with representatives of the 'Co-operative OrgarHsations, and the Board. 
In practice the negotiations were also discussed at Joint Committee meetings, 
but no additional .meetings of the Joint .Committee .over and above those 
required by the Scheme were held during the period of negotiations over 
the 1955 contract. 

78 The topics most frequently discussed at Joint Committee meetings 
have been canvassing and change of rn'erchant. and marketing arrangement 
in the Scottish Islands ; other topics included auction arrangements, iraponsi- 
bilitv for and allowances to be made for collecting daggmgs. methods of 
discouraging producers from using fluids which resulted m permanently 
stained wools, the use -of suitable .marking fluids, and the .marketing arrange- 
ments for the Northern Ireland clips. 

79. We were mform.ed that only three procedural questions were brought 
before the Joint Committee. Questions had been raised in 1951 and 1952 
about permission for deputies to attend meetings in place .of members and 
about 'the way in which the .Committee could be notified of the Boar^ 
decisions. Changes in procedure were agreed to meet both these points. 

2'’nd July 1953. the Board’s Chairman suggested that trade members on the 
Committee might submit a recommendation H they wished, and vote on .it 
so that the matter would be passed to the Board as a unanimous, majority 
or minority view .of the 'trade members ; Board members would not vote. 
The suggestion was unanimously approved 'by the trade members on 'ffie 
Committee. We understand that .on .only one occasion has a formal Resolu- 
ition been put to the vote. 



Part V— Mam Complaints Referred to this Committee 

(A) REMUNERATION DISPUTES, 19S3-5S 

80. In paragraph 26 (1) we have defined the complaint under this head in 
the following terms : — 

“ The alleged arbittrary conduct of the Board during and after the 
negotiations on the contract, and in particular their action in offering to 
individual merchants, contrary to the wishes and contentions of the 
complainant organisations, either a one-year contract subject to such 
terms as were alleged to malce its acceptance tantamount to commercial 
suicide, or a five-year contract at rates representing a 10 per cent, 
reduction on existing rates of remuneration 
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GENERAL BACKGROUND 



81. In 1950, when the Board took over responsibility for wool marketing 
from the Government Departments oonoerned, they also took over the 
arrangements operated by Wool Control. During the control period the 
rOT.uneration of the merchants who had acted as agents for Wool Control 
had been negotiated between Control and the same five organisations repie- 
senting merchants as exist today. Several surveys of costs had been carried 
out by or on behalf of the Government Departments who were responsible 
for the operation of Wool Control, and these surveys were used as a basis 
for determining the rates of remuneration paid to the merchants. There 
were dispute and differences -between the Departments and the merchant 
organisations on the results of the Cost Surveys, and on these occasions the 
Departments decided what they considered to be reasonable terms. 

82. When the Board commenced operations the merchants were already 
at work on the 1950 clip and carried on to the end of the season on the 
same terms as they had received under Government control. At the beginning 
of the 1951-52 season, all the merchants accepted the Board’s invitation to 
continue on the same terms (apart from the question of increased remunera- 
tion) and it was understood that they would 'be allocated the wool from the 
same producers, subject to such tew appUcations by producers to change 
their merchants as might be granted by the Board. Similar arrangements 
were made each year up to 1955-56. During this period there were a 
number of requests by the private merchant organisations for longer securi-ty 
of tenure than one year. 

83. Remuneration for collecting the 1950 clip had been determined before 
the Board took over and the Board continued to pay the rates of remunera- 
tion that had been fixed. At the end of the 1950-51 season the four private 
merchant organisations applied for higher remuneration for the 1951-52 
season on the ground that costs had increased by 40 per cent, since 1946. 
The Co-operative Federation maintaioed that the existing rate of remunera- 
tion were adequate and still enabled them to pay dividends and bonuses. 
After taking account of the increase in the clip in the preceding few yeans 
and the resumption of private trading in wool, especially in overseas wool, 
since 1947 (which enabled many merchants to spread their ovarheads), the 
Board increased the rate of remuneration by 10 per cent. This was accepted 
under protest by the private merchant organisations. Requests by the 
private merchant organisations for further increases for the 1952-53 and 
1953-54 seasons were refused by the Board, and for the 1954-55 season it 
was agreed that no change in remuneration should be made as the Cost 
Survey was in process. 

84. In January, 1953, the Board had issued the important policy state- 
ment. already referred to in para. 56, about the place of the merchants in 
the future marketing arrangements operated by the Board. The object of 
the statement was to -remove doubts or fears that might exist among the 
Board’s agents as to future developments, and the hope was -expressed that 
the statement would -help “A” merchants to formulate their own policy 
for the future on lines that would lead to mutual security and weU-baing. 
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In the statement the Board set out several general lines o£ Board policy as 
indicated in the following extracts ; — 

"Responsibilities of the Board 

The responsibilities of the Board lie in the two fields of procurement 
and sale. The Board has to make arrangements for the efficient and 
economical collection, handling, grading and packing of wool recei^wd 
from farmers. The price paid to producers is guaranteed by the Govern- 
ment and the Board has no direct control over the level of this price. 
Producers cannot therefore judge the Board on the basis of the level of 
the guaranteed price, but producers and the Government can judge the 
Board according to its efforts to reduce the costs of procurement. In 
the field of procurement the Board’s primary aim is such cost reduction 
as can be obtained without loss of efficiency. Every item of cost incurred 
by the Board is under review and several economies have already been 
effected within the Board’s domestic organisation. 

The Board is convinced that economy and efficiency in the handling 
of wool can best be maintained, and improved through a development of 
the present system of employing authorised merchants to carry out the 
physical processes concerned. There appears to be no economic justifica- 
tion for the Board taking over the present functions of ‘ A ’ merchants 
(except perhaps in isolated cases as a yard-stick of costs, but even this 
seems most improbable as other yard-sticks are available). 

In the selling field the Board is responsible for placing British wool 
on the market at the time and place and in the condition which will 
secure maximum returns under varying market conditions. Treasury 
liability relative to the guaranteed price to producers depends to some 
extent on the success of the Board in meeting its market and this in 
■turn may influence future guaranteed prices. The speed and standard 
of ‘A’ merchants’ services are vital factors in the achievement of this 
objective. 

Role of Authorised Merchants 

There is a secure place for the efficient ‘ A ’ merchant in the Wool 
Scheme. The value of the goodwill and traditional link between merchant 
and producer is appreciated by the Board. But the merchant’s greatest 
surety of continued employment must be his ability to perform the 
required handling services at less cost than the Board itself could perform 
them. 

Merchants’ costs depend partly on the extent of the services rendered. 
These vary considerably, some merchants collecting by lorry, some 
weighing clips on the farm or at depots convenient to producers, some 
making advance payments, etc. The Board does not want to discourage 
such services which are in excess of its minimum requirements from 
‘ A ’ merchants. For reasons of location or business organisation some 
firm); can afford to perform them while others cannot. In general, the 
Board will not authorise producers to change their merchant solely on 
the grounds that these extra services are not carried out. Nor would 
the Board agree to pay a remuneration rate which would enable every 
merchant to perform these services.” 

+ ♦ ***** 
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“The Board will do all in its power to help dts agents 'to reduce 
their costs but in some aspects of the problem merchants must do this 
on their own initiative. Security of employment and adequate remunera- 
tion will be assured to the efficient and economical merchant but the 
Board cannot guarantee a remuneration rate which will keep high-cost 
firms in business.” 

^ ***** * 

“Bearing in mind all the possible advantages of small units, the 
present size structure of authorised merchants is unlikely to provide the 
most economical machinery for handling British wool in the years ahead. 
The change required is small and marginal and it can he approached on 
a gradual evolutionary basis.” 

******* 

“The Board can only guarantee the continuation of efficient and 
economical firms. Merchants and their organisations must therefore 
look ahead and direct their policy along the lines which in the future 
will give them security and profit. The Board has to justify its efficiency 
to producers and to the Government. It must therefore plan its develop- 
ment on lines of economy. It is important that the welfare of the Board’s 
agents should be identified in this development. The Board and its 
agents have co mm on objectives — ^seemity and an economic return — and 
they should work together to achieve this. 

The Role of ‘ B’ Merchants 

The Board is fully appreciative of the services of many ‘ B ’ 
merchants within its marketing channels. For the purposes of administra- 
tion and control it has decided to deal direct with ‘ A ’ merchants who are 
free to employ such suh-agents as they require in carrying out the Board’s 
w’ork. Responsibility is therefore centred on the ‘ A ’ merchant.” 

******!); 

“ While it is known that many sub-agents provide services which fully 
earn their remuneration it appears that the services of others are very 
costly. The rate paid for the work must be the concern of the ‘ A ’ 
merchant, but if the ‘ A ’ merchant can do the work cheaper himself the 
Board cannot be expected to cover the extra cost in its remuneration rate.” 

******* 



COST SURVEY 

85. The CcKt Survey was proposed by the Board in a separate 
memorandum also sent to the merchant organisations learly in 1953. This 
too was an important document (it was issued only a month or two after 
the document just quoted) because it is one of the chief contentions of the 
complainants that the Cost Survey was subsequently used for a purpose for 
which it was not intended. After outlining the object of the Survey as being 
to provide factual information on the costs incurred by the different classes 
of " A ” merchants, the document reminded merchants that there had been 
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previous enquiries under Government auspices, the latest being in 1945, and 
continued : — • 

“ Since 1945, however, there have been big changes in the business 
activities of many merchants which have affected their costs. Firstly, 
there has been the sigmflcant increase in unit costs since that date. 
Secondly, some merchants have undertaken new activities outside their 
work for the iBoard, or have been able to increase the scale of existing 
activities. Others, who undertook storage on behalf of Government 
Departments have lost .the whole or a large part of their revenue from 
this source. Thus it is quite impossible to use the 1945 estimates as a 
basis for arriving at a reliable indication of the current position. 

In any case, the 1945 enquiry only provided a figure of average cost. 
It is hoped that in the proposed enquiry it will be possible to arrive at 
estimates of average costs for different groups of merchants which can 
be used to ensure that remuneration is equitably distributed.” 

The document went on to say that a much larger sample would be needed 
than in 1945 and that: — 

“ ... it will be necessary to ensure that a representative cross-section of 
merchants is investigated. The sample must be representative not only in 
the sense that it should permit the calculation of average costs accurately, 
but also that it should permit the calculation of a suitable measure of the 
variation in cost. To achieve this it is suggested that the merchants 
should be divided into groups or ‘ strata ’ and a proportion of the 
merchants in the sample should come from each stratum. Within the 
strata the merchants to he included in the sample should be chosen by 
random methods. 

It has also to be remembered that since some merchants now have 
a wide and varied range of activities, it will be necessary to allocate 
costs between those incurred in respect of work for the Board and those 
incurred in connection with merchants’ other activities. It is most 
important that a high degree of accuracy should be obtained in making 
this division. A large part of merchants’ costs are overheads which will 
be diffic ult to allocate. It seems, therefore, that where it is possible 
to allocate expenses on an objective basis, every effort to do so should 
be made, even though some additional record-keeping may be necessary.” 

86. M the motes on the method of treatment of certain important items 
of costs, the Board stated : — 

“Where commission is paid by the merchants to ‘B’ and ‘C’ 
merchants, this will be fuUy taken into account as an item of cost.” 
On procedure, the Board proposed that the sample should be divided into 
two groups; — ■ 

“ (a) those handling less than 500,000 lbs. of wool, and (6) those 
handling more than 500,000 lbs. of wool.” 

* * * * * * » 

“ In the ‘ more than 500.000 lbs.’ groups variation in throughput is 
greater, and therefore cost variation is likely to be greater. Therefore 
in these groups a sample exceeding one-half ^has been taken so that th 
variation may be more accurately measured, 
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The Board also thought that there should first be a limited pilot survey into 
die costs of handling the 1952 clip to ensure that the methods to be used in 
the full enquiry were practicable and equitable, and that the full survey 
should cover the costs returns of 68 merchants in the handling of the 1953 
clip. On the use of the cost information, the Board stated ; — ■ 

“Both the Board and merchants’ representatives will wish to take 
account of the results of the enquiry as one factor in considering 
merchants’ remuneration. In deciding future remuneration in the fight of 
costs collected the Board will consider what should be an appropriate 
‘ profit element 

87. On 25th April, 1953, a letter was sent toy the Board to the Wool 
Federation of Scotland about >the Federation’s attitude to the proposed cost 
investigation. In this it was said : “ It is felt that there might be some 
misunderstanding regarding the purpose of the proposed costings, which is 
intended to provide evidence which may be mutually accepted as a basis for 
fixing a fair rate for the job ”. 

88. In subsequent disoussioiw, the private merchant organisations opposed 
the proposal for a pilot survey as being elaborate, expensive and unnecessary 
in view of the good cross-section to 'be covered in the Survey itself. The 
organisations also opposed proposals by the Board that the Board should 
discuss apportionments of costs for dual purpose firms with the firms’ 
accountants before the cost returns were completed and that an independent 
accountant should make the apportionment for the firms. The Board did not 
proceed with these proposals ; and the arrangements for the Cost Survey 
were finally agreed with the merchant organisations early in February, 1954. 
Costs were to be taken of 35 firms handling less than 500,000 lbs. and of 
18 firms handling more than this amount of wool, the firms to be selected 
by lot. The information obtained was to be treated as confidential and 
individual returns were to be known by code numbers only. In the letter 
sending out the questionnaires on costs to the firms taking part in the 
Survey, the Board said that their aim was “ a just and impartial assessment 
of costs ”, and that such an assessment would be the surest foundation for 
successful marketing of the increasing British wool clip by the Board and 
their “A” merchants together in future years to their mutual benefit. 
Separate forms were provided for dual purpose firms, whose certifying 
accountants were required to certify not only that the completed schedules 
were correct but also that the apportionments were “ fair and reasonable 
according to the information and explanations which I/we have required”. 

89. The completed returns for the first half of the Survey (from firms 
whose financial year ended 31st December, 1953) were received by the Board 
by September, 1954, and were issued to the merohant organisations’ 
accountants in early November. The second half of the returns (from firms 
whose financial year ended later than 31st December, 1953) was received 
by the Board and passed to the merchant organisations by the end of 
November, 1954. The results of the Cost Survey for each region, except 
Scotland, and the provisional results for Great Britain were sent to aU 
organisations on 21st December, 1954. Full results were not sent because the 
Scottish figures were incomplete on account of one agent not having sent in 
his return ; and on 8th February, 1955, the Board agreed to accept the 
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Scottish figures that had been submitted and sent out on that date the final 
results of the Survey. These differed from the earlier version only in that 
Scottish figures were now shown separately. 



THE BOARD’S NEW POLICY PROPOSALS ON 
REMUNERATION, ETC. 



90. The Board's first policy proposals relating to the remuneration of 
merchants were issued for consideration by the merchant organisations on 
22nd September, 1954. In a memorandum issued on this date it was stated 
that the Board’s Cost Survey Committee(i) : — 

“ has appreciated from an early stage in its deliberations that the cost 
material submitted by merchants could not form an exclusive basis 
for fixing remuneration to merchants. Points which gave rise to this 
conclusion were: 

{a) there is inevitable error in the apportionment of costs between 
sections of a business ; 

(6) actual costs include costs which are unnecessary or uneconomic ; 
and 

(c) there is a tremendous variation in cost between individual firms 
which would make any average figure unrealistic. 

The iCommitiee believes that in any case a cost-plus basis cannot 
provide the incentives to efficiency which the Board requires in its 
marketing poHcy. A solution is required which wiU provide realistic 
incentives to all merchants to handle wool at the most economic cost and 
allow the expansion of the more economic businesses at the expense of 
those firms which are less economic without direction by tte Board. 
This solution should also, if possible, reduce the difficulties connected 
with negotiation and agreement between the Board and Federations.” 

* * ***** 



“Preliminary discussions on the Board’s new financial agreement 
indicate that the Government intends to fix a guaranteed price which in 
future will include marketing costs. In this way the Government hopra 
to provide an incentive to the Board to keep its coste at a mimmum and 
pass on to producers as much of the price as possible. 

It is therefore proposed that the Board should in turn 
merchants a similar inoentive. The foUowmg example lUustrates the 
arrangement : — 



Government’s Overall Price 

Board’s Cost (Admin., Brokerage, Interest) 

Merchant’s maximum remuneration 

Producer’s Average Price 



d. 

58 

-U 

-2J 



53jd.” 



o A Committee set up by the Board on which the merchants were not represented. 
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91. The radical suggestion was then made by the Board that merchant 
should be free to compete against one another by mdividually offering to 
producers additions to the price to be paid for the wool. These additions 
would take the form of rebates taken out of the maximum rates of remunera- 
tion, to help in fixing which the results of the Cost Survey were to be used. 
The following further extracts from the memorandum give an outline of 
these and other important changes proposed, and of what would be the 
effect on producers and merchants; — ' 

“ The cost survey results would be used to help the fixing of maximum 
remuneration. The maximum rates would in effect fix a ceiling to 
merchants’ remuneration, but the actual level of remuneration would be 
decided by the actions of individual merchants.” 

* * * * * * * 

“ In the light of the current trend of less control over the individual 
the Board would in any case need to consider giving producers more 
freedom in their choice of merchants. The Cost Survey Committee have 
also considered the desirabUity of using a greater degree of freedom 
of choice to assist the Board in charmellmg W'Ool -more economically. 

A greater degree of freedom of choice is an essential in those proposals 
to provide the stimulus which wUl activate oompeti-tion between merchants. 
A small degree of control by the Board would still be desirable in order 
to maintain impartiality of grading, i.e. the Board could continue to refuse 
to allow a producer to change whose appeal had been tum-ed down by 
a Tribunal. Similarly, the Board through its Regional Officers would 
have to ensure that no merchant was “ swamped -out ” in any -one season. 

Another major change which would be involved would be freedom 
of merchants to canvass.” 

4: * * 4: « « 

“Effect on Producers 

Producers would have; — - 

(i) greater individual freedom ; 

(ii) all savings by the Board and -by merchants -passed on to them 
directly ; 

(iii) in some cases the choice of rebate -or additional services. 
Effect on Merchants 

Under these proposals the Board would be giving merchant the 
maximum possible freedom of -operati-on. Economic and enterprising 
merchants should welcome the -opportunity to expand their businesses by 
their own competitive efforts. 

In this context, it will be noted that -the -Survey has clearly brought 
out the very wide differences in cost which exist, and the new proposals, 
because of their flexibility, wiU permit adjustment to this wide variety 
of circumstances. 

The system would encourage merchants to maintain and strengthen 
their links with producers to the -benefit of -both.” 
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go The particular scheme put forward was rejected by all the merchant 
oraan^ations at a meeting held on 12th October, 1954. The Board did not 
nr^ed with it and we were not invited to express any opinion on its merits. 
The Board confirmed that they had dropped the scheme at a meeting of the 
Joint Committee held on 27th October, 1954, when it was agreed that con- 
sideration of policy changes should be deferred until the Cost Survey had 
been completed. 

93 An interjection may be nseful about the use made in the Board’s 
memorandum of 22nd September. 1954 (para. 90) and in their prepared 
statement for the meeting of 19th January, 1955 (para. 97 below) of the 
term “ cost plus basis ”. Exception was taken to this term at the hearing 
by Counsel for the complainants on the grounds that it represented an abuse 
of the English language. We sympathise with Counsel in his objection. It 
may be as well to make it clear that as used by the Board the term does not 
refer to a practice under which the profit received by the individual enterprise 
would be increased rather than diminished by reason of its own inefficiency. 
The Board have applied the term to the system under which the agents’ 
remuneration depends on the costs prevailing on the average throughout the 
trade but under which relative efficiency on the part of the individual enter- 
prise will show itself in a relatively high profit margin for that enterprise. 
Whatever may be said for or against the merits of such a system the term 
“cost plus basis” should not in its ordinary derogatory sense be applied 
to it. 

94. The Board's second policy proposals were issued to the merchant 
organisations on 6th December. 1954. The memorandum presenting them 
was introduced by a letter dated four days earlier. In this letter the Board 
outlined the procedure and programme which it was proposed should be 
followed in connection with the Cost Survey ; the followmg are extracts from 
the letter; — 

“ Calculation of an Average Cost Figure 
Necessary steps are as follows : — 

(i) the calculation of average cost toy Regions from the information 
returned ; 

(ii) the weighting of the result according to Regional weights ; 

(Hi) the adjustment of the weighted Gt. Britain cost in the light 

of cost changes since the year of the sample ; 

(iv) the addition of flat-rate costs such as those for sheets, interest, 
finances, etc. 

These steps should result in an up-to-date weighted average cost (per 
lb.) figme for all the firms in the sample. This figure and 'its components 
would also serve as a basis when considering the result of cost changes 
in future years.” 

\>f 3^ * Sii * 

“ Negotiation of Average Remuneration Rate 

When the average cost figure has been calculated as in ... (i) to 
(iv) above, negotiation to fix an average remtmeration rate may com- 
mence. This would take the form of mutual assessment of the various 
items which would be included in the margin above average cost.” 

* 4: * 
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“ To cany out .tihe procedure detafled above, the following programme 
is suggested : 

1. Ask accountants to confirm figures for issue to Federations. 

2. Issue policy memorandum and agreed figures to Federations. 

3. The Board’s Cost Stuvey Committee would then be pleased to 
meet Federation representatives to discuss : 

(i) The policy memorandum 

(ii) Any points of procedure arising from this letter. 

4. The Calculation of Average Cost figure by accountants. 

(The work leading to this would be going on all the time.) 

5. Negotiations on Average Remuneration Rate between Cost Survey 
Committee and merchants’ representatives. ... 

6. Meetings to discuss an equitable break-down of average remunera- 
tion. . . . 

(Formulation of a remmisration schedule, etc.) 

It is of course, impossible at this stage to suggest dates by which 
the various stages should be completed.” 

******* 

95. In the memorandum itself the Board confirmed that ; — - 

(1) The Cost Survey results should be used as a base for the negotiation 
of an average remuneration rate. This should then be broken down 
into a remuneration schedule of a form somewhat similar to that in 
current operation. The analysis of average cost obtained from the 
Cost Survey could also be used as a basis when adjusting remuneration 
in the light of cost movements in the future. 

(2) The remuneration rates contained in the schedule would be regarded 
as maximum rates. AU merchants would be invited to contract at 
rates relative to the maximum. The following example shows three 
rates, but it is emphasised ^that the groups suggested are provisional 
and may have to he modified or extended according to circumstances : 

Maximum — Group 1. 

Maximum minus — ^Group 2. 

Maximum minus ^d . — Group 3. 

(3) Any saving to the Board through the introduction of differential 
contracting rates could be distributed equally to all producers througfi 
subsequent 3fears’ prices. 

(4) Restrictions on canvassing would have to be exercised. 

(5) A producer should be free to choose : 

(d) a merchant in the same category as his present one, 

(b) a merchant in a higher category. 

Unless under exceptional circumstances, no producer could change to 
a merchant in a lower category.” 

******* 
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(7) The Cost Survey Committee has given particular consideration to 
the views of merchants’ representatives concerning the desirability of 
contracts for periods of longer than one year. It would be possible 
to combine a form of longer-term contract within the proposed system 
as modified: e.g. 

1 



96. This scheme was discussed by representatives of the Board and the 
organisations at a meeting held on 19th January, 1955, at which the Board’s 
Chairman read two prepared statements. By this time the Board had again 
modified their scheme and they suggested that the deductions from the 
maximum rates on the longer-term contracts should be 7J per cent, and 
15 per cent, instead of Jd. and Jd. per lb. More important, the Board had 
now reached the point of actually proposing what the maximum average 
rate of remuneration should be. The Chairman stated that: — 

“ ... In the light of Survey results, the Cost Survey Committee believes 
that under existing circumstances a reduction of 7J per cent, on present 
remuneration rates would still allow an adequate income to the Board’s 
agents and would be a more realistic cost to the Board of- handling the 
British clip. 

This objective can best be achieved by the introduction of a system 
which allows firms to contract at one of three rates — ^Maximum (i.e. 
present remuneration), Maximmn minus 7J per cent, or Maximum minus 
15 per cent. The Cost Survey has shown that there are firms who could 
well afford to contract at the lowest rate.” 

9t! sit * ^ 4: 4: 

97. In his statement the Chairman had introduced these conclusions by 
referring back to' the Board’s memorandum of January, 1953. in the following 
terms : — 

“ ... In January, 1953, the Board issued a statement ‘ Policy for the 
Future — ^Merchants ’ which outlined in general terms the Board’s policy 
regarding the employment of lauthorised merchants. 

At that time we assumed that firms with other business besides that 
of the Board could spread overheads and so reduce the average cost of 
handling British wool. This led to the statement : ‘ There appears to be 
no economic justification for the Board taking over the present functions 
of “ A ” merchants.’ 

But a most striking result of the Cost Survey is that the lowest 
average margin is shown by firms who are also wool merchants and 
the highest by firms who do nothing except the Board’s work.” 

******* 

He stated definitely that the Cost Survey had disclosed an unduly wide 
spread of costs and especially low margins among dual purpose firms which 




2 year contracts.” 
4 



* 
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the Board’s Cost Survey Committee put down either to errors of apportion- s 
ment or to inefficiency. Further, he went on: — 

“ . . . The cost sinrvey results show that there are in existence some 
firms which are clearly uneconomic.” 

* * * Hs * * * 

“ Costs returned include certain inessential costs, the greatest of which 
is payments to sub-agents . . . some of whom provide little or no useful 
service under the present system of marketing.” 

* * * S(! * * * 

“ It is necessary to form a composite picture of the Cost Survey 
results from which the Board may determine its policy. First, the 
Board must decide whether it is reasonable to base future remuneration 
on the average cost as returned plus an element of profit. The Board 
could not accept this cost-plus basis. . . .” 

♦ 5}! * ❖ * 

“ The Cost Survey Committee, in the light of these circumstances, 
has concluded that: — 

(a) Under the present system of remuneration there is inadequate 
incentive to economical handling. i 

{b) The present rales of remuneration condone the payment of • 
unnecessary costs. 

(c) The Survey figures illustrate that the present system is unduly ; 
costly and that adjustments are necessary.” j 

98. The Chairman’s statement was discussed at the meeting and the f 

Board’s proposals were rejected by aU the merchant organisations, including 
the Co-operative Wool Federation. The private merchant organisations ■ 
mainlined that on the basis of the Cost Survey results there should be 
an increase of about 22\ per cent, on existing rates. On behalf of the : 
Co-operative organisation it was, however, stated that they considered that : 
the Board’s conclusions were the only ones that could be drawn from the 
Cost Survey. It was finally agreed at the meeting that an attempt should be | 
made by accountants to agree on the outstanding items in the Cost Survey, | 
but that the questions of policy and of the allowance for profit should be : 
dealt with at a full meeting between the Board and the organisations. At a | 
meeting between accountents on 31st January, 1955, agreement was reached 
on two of the five outstanding items, but there was no agreement on one minor = 
item and on the two major items, inessential costs and proprietors’ 
remuneration. s 

99. The Board’s third policy proposals were put to the organisations on ; 
16th February, 1955. The Board’s Chairman again read a prepared state- 
ment as being ithe basis for discussion. In the statement the Board first 
indicated their agreement to a figure on the minor outstanding cost items ; 
they referred to the question of inessential costs and recognised that there ; 
had been failure to agree on that outstanding item. The Board then 
referred to proprietors’ remuneration and profit. It was stated that at the . 
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average rates of remuneration in force under the previous contract (plus an 
increased allowance for daggings), on the Board’s assessment a balance 
remained, to cover both reward for services of proprietors and profit, 
amounting to 35 per cent, of the cost figure, compared with a figure of 
32 per cent, on the organisations’ assessment. On that basis the Board 
argued that the existing scales of remimeration provided a reasonable return 
to the ordinary run of merchants and an extremely good return to a large 
number. The statement then again referred to the average margin of dual 
wool firms being inexplicably lower than the margin for single firms, and 
gave the Board’s view that 'the difference had been due to errors of apportion- 
ment amounting to a figure which represented about 5 per cent, over the 
whole of the sample. If a correction were made for such errors, then the 
proportion of the cost figure for proprietors’ remuneration and profit would 
be increased to 44 per cent, and 40 per cent, respectively. 

100. The Chairman’s statement was then considered paragraph by para- 
graph. The merchant organisations’ accountants did not accept the figures 
given by the Board as an interpretation of the Cost Survey. Towards the 
end of the meeting the Board put forward a two-tier proposal. They sug- 
gested a one-year contract at the existing rates of remuneration, or a five- 
year contract at the existing rates less 10 per cent, for the first two years 
and less 15 per cent, for the remaining three years and subject to a cost- 
variation clause. On behalf of the Co-operative organisation a counter 
proposal was made of a one-year contract at the existing rates or a five-year 
contract at those rates less 10 per cent, for three years and less 12J per cent, 
for the remaining two years. The representatives of the other organisations 
stated that they would be prepared to recommend to their members a 
proposal for a three-year contract at the existing rates with no change in tEe 
present system restricting producers’ freedom of choice of merchant. Finally 
it was stated on behalf of the Board that they were prepared to accept a 
contract at the existing rates for one year only, with qualified freedom of 
producers’ choice of merchant to operate from 1956 ; but they reserved the 
right to offer the alternative contracts to the individual merchants. 



EVENTS FOLLOWING THE BOARD’S FINAL OFFER 

101. By letter on 24th February, 1955, the private merchant organisations 
submitted their replies to the Board’s offer. All were opposed to the two- 
tier ^stem of remuneration because, as was shown in evidence, it linked 
greater security of tenure, for which they had been pressing, with reduced 
margins, when they maintained that costs had increased and increased raargms 
were needed. The British Wool Federation and the Country Wool Merchants 
Association were, however, prepared to accept one-year contracts at tire 
existing rates. The Coiintry Wool Merchaiits Association alsO' placed on 
record .their protest against the Board’s interpretation of the results of 
the Cost Survey — in particular .the iuadequate allowance for snb-agents’ 
commission and for proprietors’ remuneration and the combination of the 
atlowance for proprietors’ remuneration and profit — and they protested 
against the Board’s assertion that there was an over-statement arising from 
errors in apportionment of costs. The Welsh Country Wool Merchants 
Association stated that they would accept the one-year contract at the existing 
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rates, subject to a cost-variation provision such as the Board had proposed 
for the five-year contract. The Wool Federation of Scotland stated that they 
were prepared to ac<»pt the existing rates and conditions only if the contracts 
ran for three years >and were also subject to a cost-variation provision and 
to a guarantee of throu^put to within 5 per cent, of the current level. The 
Federation said that in no circumstances would they consider a one-year 
contract. 

102. Following receipt of this letter the Board feared the possibility of 
the Scottish merchants as a body ceasing to function as their agents. They 
therefore took precautions to safeguard the handling of the 1955 clip to the 
extent of voting money for the purchase of a certain amount of necessary 
equipment. Apparently the Wool Federation of Scotland heard of these 
arrangements and their relations with the Board deteriorated still further. 

103. On 25th February, 1955, the Board confirmed their final offers as 
being alternative forms of contract to 'be offered to aU “ A ” merchants. 
The alternatives were a one-year contract at the existing rates or a five- 
year contract at those rates less 10 per cent, but subject to a cost-variation 
provision. The Board also stated tiiat producers would be free to choose 
their merchants for the 1956 and subsequent clips. This freedom was to 
be subject to certain limitations, including itihe limitation that no producer 
could change from a merchant on a five-year contract to a merchant on a 
one-jyear contract unless there were exceptional circumstances. 

104. Copies of the draft contracts were sent out to all the merchant 
organisations on 9th March, 1955. A few days earlier, 'before the draft 
contracts had yet been approved by the Board’s legal advisers, they had 
been sent to the Wool Federation of Scotland and to the Country Wool 
Merchants Association. These two organisations advised the Board that 
they had not had sufScient time to examine the oontraots or to discuss 
them with their Solicitors, but in the meantime they proposed certain amend- 
ments which were accepted by the Board. 

105. On 16th March, 1955, the Board wrote to aU “A” merchants 
offering them the choice of the alternative forms of contract for the year 
beghming 1st May, 1955, and stating that the completed contracts should 
be returned to the Board by 29th March, 1955. The offer was accompanied 
by an explanatory memorandum on the alternative contracts. In this 
memorandum it was stated inter alia : — 

“ 1. Security of Employment" 

* 

“ The Board wonts 'the UlKl. clip to be handled efficiently and 
economically and the foundations of the future system must be found 
in those merchants who take up five-year contracts this year. No hard 
and fast arrangement can 'he laid down at this time 'but clearly various 
possible lines of action are open to the Board during the next few years. 
For example, the Board may have to review : — 

(a) the rate at which one-year contracts would ibe renewed, 
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(6) whetlier applications for five-year contracts should be invited 
from firms and organisations -wlhioh do not at present act as 
agents of the Board, 

(c) whether the establishment of a handling unit by the Board is 
desirable in a particular area. 

The Board would genuinely hope that action under (&) and (c) would 
he unnecessary.” 

« * • ■¥ * * * * 

“ 2. Value of Goodwill ” 

^ ^ ^ ^ * 

“ One-year Contracts : Here there is nothing to sell except the chance 
of a further one-year contract at an unknown rate, and any transfer of 
clips is again subject to the approval of the Board in the normal way.” 

* * ^ * * * * 

“ 3. Allowance for Cost Changes ” 

^ ^ ^ 

“ One-year Contracts : As the contracts are in respect of one year 
there would be no recoupment of Wgher costs which occur in that year. 
Also there can be no guarantee that any future one-year contracts would 
he at a rate which would compensate for increased costs in the meantime. 

4. Changes in Weight Handled 

Five-year Contracts : Apart from changes in the weight of the national 
clip it is the Board’s wish that merchants who take five-year contracts 
should have opportunitiies to expand their intake of wool.” 

^ ift ^ % ]{c 

“ Changes from a five-year contract merchant to a one-year contract 
merchant will mot be allowed unless in exceptional circumstances.” 

******* 

“ One-year Contracts : It can be seen that there will be a general 
tendency for wool to move away from one-year contract firms. As 
changes of merchant by producers for the 1956 clip would ibe made in 
the light of the contracts issued in 1955 this movement would depend 
on the type of contract taken out by merchants now. 

5. General 

It is hoped that all merchants who wish to make for themselves a 
more permanent place in the Wo'Ol Scheme will take out five-year 
contracts 'beginning 1st 'May, 1955. The U.K. Co-operative Wool 
Federation has stated that it will recommend the acceptance of five- 
year contracts. The Board is also pleased to learn that a number of 
private merchants have signified their intention of doing so.” 

106. All “ A ” merchants ultimately signed five-year contracts. All the 
members of the Wool Federation of Scotland and about one-half the members 
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of the Country Wool Merchants Association, on the advice of their 
organisations, sent in letters of protest with the signed contracts. The 
Wool Federation of Scotland and the Country Wool Merchants Association 
also protested and sought interviews with the Board. Meetings with the 
complainant organisations were not held until the end of July, 1955, when 
they protested to the Board at the use made of the Cost Survey figures, at 
the arbitrary manner in which the final offer of contracts had been made 
and at the lack of time given to the merchant organisations to consider 
them. They asked that the Board should agree that outstanding points arising 
from the Cost Survey should be placed before an independent arbitrator. 
The Country Wool Merchants Association also asked that, subject to agree- 
ment on the result of the Cost Survey, there should be a ten-year contract, 
the period to coincide with that covered by the recent Financial Agreement 
between the Government and the Board. The Wool Federation of Scotland 
wished for a firm undertaking that the Board would not take over the work 
of “ A ” merchants in Scotland or handle Scottish clips, and asked that an 
independent Chairman should preside at all meetings between the merchant 
organisations and the Board. 

107. Written replies were given on 'behalf of the Board to the organisations’ 
representations. Further letters and mem'oranda were exchanged, and further 
meetings with the 'two organisations were held in December, 1955, when it was 
stated on behalf of the Board that as all the -merchants had entered into 
five-year contracts, the Board were not prepared to re-open -negotiations. 
During these exchanges ithe Board felt una-ble -to- make concessions in 
response to -poinits raised by the organisations ; both- sides became inoreaskigly 
outspoken, and their relations did not improve. Correspoiudence between 
the complainant organi^tdons and the Board on the items in dispute oon- 
tiuued throughout 1956. Finally on 11th January, 1957, the oompl-ainant 
organisations submitted their complain-ts to Ministers. 

THE COMPLAINANTS’ CASE 

108. The Board's Conduct in the Negotiations and use of Cost Survey 
Results. The action of the Board in issuing policy proposals on merchants’ 
remuneration before the Cost Survey had been completed was held to be 
inconsistent -with the general tenor of the Board’s 1953 policy statement, 
with (the arrangements that had 'been agreed with the merchant organisations 
for 'the Cost Survey and -with normal oostimgs practice. 

109. The object of the Cost Survey toad 'been stated by the Board as 
“a just 'and impartial -assessment of coats”, but in the event they had 
virtually ignored -the Cost Survey 'and had selected minor items and 
magnified -them. There -had 'been no- real discussion between the two sides 
about it. There should first have been an exa-miniatio-n of the costings 
and .then italk about a reduction. Instead, -the Board liad gane ahead with 
their -policy -proposak against the wishes and daims of the merchant organisa- 
tions, and contended that the information available justified -a 10 per cent, 
reduction on the existing level of remun'eration, although the OTganisations 
had maintained that -an increase was justified. In addition, the Board bad 
decided unilaterally that -there were enrors in appo-rtion'ment requiring a 
correction to 'the figures, and th'at proprietors’ remuneration should not be 
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treated as a cost item but as pant of an average net income figure covering 
botli proprietors’ remuneration and profit. The Bo:ard also refused to allow 
more than one4hkd of the alloiwance for sub -agent s’ commission. Above all 
they refused to discuss profit as a separate item. 

110. It was admitted on behalf of the complainant organisations that the 
Board had never said that they would treat the Cost Survey results as other 
than one factor in their consideration of remuneration, nor that they would 
adopt the average figure of cost plus an agreed margin for profit. It was 
maintained, however, that the merchant organisations had a very definite 
understanding that there would be negotiation of a profit margin and the 
merchants had taken part in the Cost Survey on that basis. They bad been 
led to believe from Board documents .and statements that, when the Cost 
Survey had been completed and the figures of costs had been agreed by 
accountants, the Board wo'uld meet the organisations 'and discuss an average 
rate of remuaeration. taking into 'acoounit the Cost Survey results. 

111. The Board’s final offer. The merchants and the Board had failed 
to agree O'U 19th and 31st January, 1955, on some items of cost, and it was 
understood that the meeting on the 16th February, 1955, was to agree on 
an average rate of remuneration. No opportunity was, however, given at 
the meeting for discussion of the points at issue. There was no discussiO'U 
of a reasonable profit margin nor .any .argumemt or justification .for the 
10 per cent, reduction pro.posed by the Bo'ard. The Board’s Chainman had 
simply stated the Board’s diecision .to offer as .altemaitives .th.e one-year 
contract at the existimg rates .and a five-year contract .at the exising rates 
less 10 per cent, for .tw.o years and .less 15 per cent, for the remaining three 
years, subject to a cost-variation clause. All the representatives of the 
private merchant organisations thought .that the Board’s offer w.as unreason- 
able. .and they made their counter-offer as .an attempt -to avert deadlock. 
The 'Board, however, 'had 'made it clear that they were not prepared to 
compromise when they wrote o.n 25th February, 1955, to confirm their 
final offer. In 'their tetter they also confirmed their decisten over' freedom 
of choice and ladded a further reservation, which 'had mot been discoi'ssed 
at the meeting on 16th February, 1955, .that no change would be allowed 
from lower to higher remunerated merchants save .in exceptional cincum- 
stances. 'While such a limitation bad .applied to earlier propos.als the com- 
plainant organisatioins bad assumed .that it had been dro.pped when they 
were considering their decisions, las notified in the letter of 24th 'February, 
1955. The Country Wool Merchants Association indicated that had they 
realised that .the limitation would .apply they would never have opted for 
the one-year contract ; 'the Wool Federa tion of Scotland had already indicated 
that they .would not accept a one-year contract at all. 

112. In view .of the limitations that were .to be applied to the one-year 
contract the complainant organisations concluded that this contract would 
amount to “ commercial suicide ” and they bad advised their members to 
that effect. The organisations had in mind particularly the explanatory 
memorandum which was sent out by .the B'oard on 16th March, 1955, with 
the alternative contract forms. The organisations took strong exception to 
Its wording. They regarded it ;as a “ scandalous document ” amounting to 
a threat that, it the 10 per cent, reduction in remuneration was not accepted. 
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merchants would be allowed work only for one year and then their livelihood 
would be taken away. 

113. Possible revision of contract terms. On behalf of the complainant 
organisations it was admitted that it had not been made explicit in the 
letters of protest sent in by their members and by the organisations that the 
contracts were signed on the understanding that they would be capable of 
revision. It was maintained that the understanding was implicit in the 
letters since the merchants believed that they had signed the contracts under 
“ duress ”. It was not. however, contended at the hearing that the signed 
contracts were invalid in law, although this was suggested in the letters of 
complaint of 1 1th January, 1957. The complainant organisations had 
obtained no satisfaction on the outstanding points which they raised at the 
meetings in July and December, 1955. They also suggested a reference of 
the outstanding points at issue to an independent arbitrator but the Board 
had taken the line that the contracts had been signed and could not now 
be re-c^ened. 

114. Redress sought. The complainants were asking, as a matter of 
" simple justice ”, that the remuneration rates in the current contracts should 
be reviewed as between the Board and the organisations with effect from 
1st May, 1957, and referred to arbitration if no agreement was reached, 
since the terms of remuneration had never been approved by them but had 
been inserted by the Board in the contracts sent out to the merchants and 
accepted by many of them under protest. 

THE BOARD’S REPLY 

1 15. It was contended'on behalf of the Board that it was not true, as 
claimed by the complainants, that the Cost Survey had been made with the 
intention of defining a formula upon which an average rate of remuneration 
could be based. The Board had stated in their memorandum on the Cost 
Suney in early 1953, and on a number of occasions afterwards, that the 
Survey would be one factor to be taken into account in the consideration of 
merchants’ remuneration. While there was certainly 'Some change in the 
Board’s attitude towards the use to he made of the Cost Survey results, there 
was nothing in the nature of a volte face. The detects that had come to light 
in the Cost Survey and the failure to reach agreement on all the items meant 
that it could not be used as intended. By the middle of February the 
Board were very conscious that time was running out and that they had to 
have a figure to offer the merchants. They finally decided on the' existing 
rates less 10 per cent, for five years .as being a reasonable offer after checking 
it against the Cost Survey results, which showed that the general nm of 
merchants could afford such a reduction. 

116. The Board considered that they had a duty under the Scheme to 
ensure that the marketing arrangements were efficient and economic, and 
their remuneration proposals were part of their general policy aiming at a 
gradual remedying of def^s in the arrangements. The cost returns showed 
that there were wide variations in margins between individual firms which 
could not always be accounted for by factors outside the firms’ control, and 
that some firms were lacking in efficiency or were employing sub-'agents 
unnecessarily. Also there were rmnecessary costs (i) for carriage due to the 
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system of aUi^ting wool to merchants (costs that were saved when limited 
freedom of choice was introduced and producers could send their clips to 
merchants nearer at hand) and (ii) due to the employment of too many 
small firms. For these reasons the Board were not prepared to ofler 
remuneration based stoictly on the Cost Survey results ; they realised that 
some busmesses would be sold and that there would be a tendency for the 
average size of firm to increase, resulting in lower average costs 



1 17. No evidence had been given of any merchant having lost money since 
the five-year contraote came into operation. It was thought that the new 
rates, which were then m their third season, had enabled all reasonably 
efficient firms to make a fair profit. The Board had received two applica- 
tions m 1956 for new agencies, but had been obUged to refuse them in 
accordance with assurances given to .the merchant organisations in March, 
1955. Smoe 1955. ait least eleven agents’ businesses had been sold and of 
these eight were sold to existing agents. The price paid for the businesses 
was not known in most cases, but one case was known where £4,100 was 
paid for the benefit of the Board’s contract and there were two others where 
£4,000 was paid for the good-will. Experience at the Board’s handling unit 
at Oak Mills had shown that the remuneration rates were adequate since 
the unit, although very small, had shown a reasonable profit. 



118. The offer of the one-year contract at the existing rates was intended 
as a concession to the merchants who could not afford to do the work for 
1^. It was intended to provide a breathing space during which they could 
either introduce economies into their business or amalgamate or even sell 
up. The Board had no duty to mamitain in business permanently those 
merchants who could not afford the reduction in remuneration. 

119. It was argued that the Board had good reasons for sending out the 
explanatory memorandum with the alternative forms of contract in mid- 
March, 1955. The Board had become aware that the merchants were siding 
in favour of the one-year contract ; and it was thought desirable to encourage 
them to the greatest possible extent towards accepting the five-year contract 
and to discourage them from faking the one-year contract en bloc. 



120. In the Board’s view the memorandum was a perfectly fair, factual 
statement which had been written in circumstances that required it, -and set 
out points that the merchants should have had in mind when considering the 
alternative contracts. The Board considered that there was a large number 
of merchants who could afford the 10 per cent, reduction ; and that they 
were justified in their fear thait merchants who could well afford the lower 
rates might be encouraged by their organisations to take the one-year 
contract, which was intended for the less efficient firms. It was not the 
object of the explanatory notes to make the one-year contract appear 
wholly unacceptable but it was meant to suggest that the merchant on a five- 
year oontraot was. more likely to continue as a permanent part of the system. , 

121. Redress sought by the complainants. It was submitted to us that 
no case had been made for reopening the five-year contract as requested 
by the complainants. The contract had not been subject to any condition 
that the remuneration rate should be increased or referred to arbitration. 
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There ought to be very strong evidence to back a recommendation by the 
Committee as regards a contract that had been accepted and acted upon. 
It was emphasised that no evidence had been put before us that merchants 
had suffered hardship. 

DIFFERENCES OVER THE COST SURVEY RESULTS 

122. In the preceding paragraphs we have referred mainly to the disputes 
that arose over the Board’s policy proposals, but we think it also relevant 
to mention other differences between ithe two sides over the interpretation 
of the Cost Survey results and subsequently. We do not regard these 
differences as directly affecting the issues before us, and have dealt with 
them briefly in Appendix V. In this Appendix we set out a table showing 
the position reached in the negotiations on the Survey and then outline the 
extent and nature of the differences between .the panties. 



CONCLUSIONS 

123. We have given in detail the story of the negotiations for the contract 
for the 1955 and subsequent clips because the conduct of these negotiations 
by the Board is the main complaint referred to us. Paragraph 1 of the sub- 
mission (Doc. 10. of Appendix I) asks us to find that the Board’s action 
in offering one contract (the one-year contract) which they knew was “ com- 
mercially unacceptable by reason of the circumstances in which it was 
offered ” and the other contract (the five-year contract) the terms of which 
had not been “ approved or accepted by or on behalf of the members of 
the complainant organisations ” was contrary to the interests of the merchants. 
We are thus not asked to find that the Board’s act in fixing the remuneration 
for the five-year contract at 10 per cent, below the then current rates was 
contrary to the interests of the merchants but that their act in offering this 
reduced rate, which had not been agreed with the merchant organisations, 
as the only alternative to a commercially unacceptable one-year contract, 
was contrary to the interests of the merchants. In other words, it is the 
imposition of the contract by the Board, and not what the contract con- 
tained, which is the primary matter of complaint. 

124. The history of the negotiations shows in our view that the five-year 
contract with its reduction in margins, although valid in law, was virtually 
imposed upon the merchants ; that this was done with undue haste in relation 
to the time which might reasonably be expected to elapse for negotiations on 
remuneration following a Cost Survey ; that there was confusion as to the 
use to which the Cost Survey was to be put ; and that throughout the 
negotiations the Board adopted too rigid an attitude towards the merchants. 
We deal with these four points in the following sub-paragraphs: — 

(i) We accept the merchants’ contention that the one-year contract was 
commercially unacceptable when read, as was intended by the Board, 
in the light shed by the explanatory memorandum issued with it ; and 
consequently that merchants were obliged to sign the five-year con- 
tract if they wished to continue as the Board’s agents. The 
explanatory memorandum (see extracts in paragraph 105) in effect 
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threatened that any merchant choosing the one-year contract would 
have no assurance either of the renewal of his contract at the end 
of the year or as to the rates at which it might be renewed ; and 
added that, save in exceptional circumstances, no producer wishing 
to change from one merchant to another would be allowed to change 
from a merchant who had signed the five-year contract to one who 
had signed the one-year contract. The Board maintained that they 
intended the one-year contract to be available for the higher-cost 
merchant but they also said that they regarded it only as a temporary 
expedient to allow higher-cost merchants to seU their businesses or 
amalgamate with another merchant. 

(ii) The Cost Survey covered about -two-fifths of the merchant firms and 
was not embarked upon before April, 1954, and the completed returns 
were not available to the merchants until the end of November. But 
all the contracts had to be signed so as to become effective by 1st 
May of the following year. This programme appears to us unrealistic. 
Had the Board really intended by this time to continue to use the 
results of the Cost Survey for the purpose of workiug out merchants’ 
remuneration in the traditional manner, they should in our view have 
been prepared to allow extra time for negotiation hy offering the 
merchants a one-year contract for the clip year 1955-56 on the exist- 
ing basis and at the existing rates of remuneration. It seems likely 
that most of the merchant organisations would have accepted such 
a solution. No .doubt the Scottish merchants would have objected 
but the Board would have been in a much stronger moral position 
if they had made the offer. As it was the Board made it clear, by 
the confirmation of their final offer in their letter of 25th February, 
1955, that they were not prepared to compromise. 

(iii) The Cost Survey was -proposed by the Board in a memoraindum issued 
early in 1953, following, -as has been seen (paragraph 83), requests 
for increases in remnner-atioin in the previo-ns three years. As the 
extraots given in paragraph 85 show, this memorandum ImJaed the 
proiposed Survey closely with -the -previous cost investigati-on-s under 
'Government auspices, saying -only that it was 'intended in the new 
Siuvey to produce a more precise result, because estimates of average 
costs would be -arrived at for different groups of merchants. The 
memorandum concluded by saying that both -the Board and th'e 
merchants’ representatives “wiU wish to -take account of the results 
of itbe -enquiry as lone factor in considering merchants’ remunera- 
tion ...” (see paragraph 86 labove) and -the Board’s lot-ter of 
April, 1953, referred to -tihe collection of evidence by means of the 
Survey, which “ may be mutually accepted as a basis for fixing a 
fair rate for the j-ob ” (see paragraph 87 above). The merohanits 
undoubtedly expected -from this memorandum and letter -and sub- 
sequent discussions, and in our view were entitled to expect, (hat 
the results of the Survey would be fo-Uorwed by neg-otiaitions, very 
much on the lines ladiO'pted under 'Government price co-nit-r-oil, leading 
to the estaiblis'hmeut of rates -of remuneration 'based in somie way 
on the costs shown plus a figure for profit. But in the end the Board 
used the Cost Survey in quite another way, merely to show that many 
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merchants could afford a 10 per cent, reduction in the exisiffug 
rates. This change of front was first indicated in the Board’s memo- 
randum trf September, 1954, when, they had received the major 
part of the results but had not passed them on to the merchants 
and there was no prior consultation with them. The feelings of 
the merchants were strong and it appears that the Board may have 
been forced back on to the Cost Survey again for a .tame. In any 
case throughout the autumn and winter the Board appear to have 
pursued two quite distinct and contnadiotoiy strands of policy — one 
based on continuing the detailed diBcussion of the CJost Survey hy 
negotiation about disputed items (paragraphs 91, 94, 95 and 98) and 
the other based on the preparation of proposals for rates of remunera- 
tion not directly related to the Cost Survey (paragraphs 90, 91, 96 
and 97). The rates finally included in the five-year contracts repre- 
sented, with minor qualifications, simply a 10 per cent, cut on the 
rates in force in the previous contracts. Although the size of the 
cut — i.e. 10 per cent. — was defended by the Board by reference to i 
the results of the Cost Survey, it is obviously a round figure unrelated j 
to the Cost Survey negotiations and, indeed, the Chairm.an of the 
Board' did not put it forward to us as more than an informed guess. 
Nevertheless, the discussions between the Board and the merchants 
were conducted throughout in terms of certaiu of the figures k 
the Cost Survey — an unnecessary confusion of nomenclature which 
was continued in the hearing before us and caused us some pejplexity. 
(iv) We think that the Board had some reason for their change of 
front over the 1955-56 contract (see paragraph 128 below) but we 
regret that they did not take the merohamts more into their con- 
fidence about those reasons and did not make a more determined 
effort to reach agreement, if only on the basis of a funth« one-year 
contract as a stop-gap. It seems to us that their attitude throiughout 
these discussions was unduly rigid, and that they were too IMe 
concerned to exercise the wise lestraint proper to a Board which 
has been given statutory powers. 

125. On the other hand, we are clear that it is the Board’s duty to 
ensure that the clip is collected, graded and stored as economically as 
possible and that the Board are within their rights in settling what they 
are prepared to pay their agents. The complainant organisations have further 
ob^cted to the Board offering an agency contract to individual merchants j 
which had not been agreed beforehand between the Board and the com- 
plainant organisations. We do not think that in this matter the Board 
acted contrary to the reasonable interests of the merchant members of the 
complainant organisations. While we think the Board should be careful 
to consult the merchant organisations on matters which concern them, we are 
of the opinion that it would be contrary to the public interest for the Board 
to be bound to obtain the agreement of any or all of these organisations 
before offering a contract to the individual merchants. Further, we do not 
think that the reasonable interests of the merchants necessarily require that 
their a\erage remuneration should be arrived at by the traditional method 
of estinrating their average costs and adding an allowance for profit, and 
we consider that the Board must be free to abandon this traditional approach 
to remuneration, if they feel it to be inappropriate to present circumstances. 
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126. The legal position appears to be that these contracts are valid in 
law. and their validity was not disputed at the hearing (see paragraph 113). 
They were not signed under any explicit understanding or condition that 
the negotiations on them would be re-opened. Moreover, we are unable 
to overlook the fact that they were ratified in 1956 when they were modified 
to make provision for cost changes. As a contract cannot exist, much less 
be valid or enforceable, unless there is acceptance as well as offer, ‘the 
interests of the parties cannot be affected legally in any way until the offer 
is accepted and the terms of the contract have become enforceable. For 
this reason we find it difficult to contemplate circumstances (excluding 
fraud or duress) in which the offer of a contract, irrespective of its terms 
or the manner in which it was offered, could be held to be contrary to 
■the reasonable interests of the person to whom it was offered. 

127. We have reached this conclusion solely on legal grounds and not 
without reluctance as we deprecate both the method and the precipitancy 
of the Board in the negotiations, and we feel obliged to record our opinion 
that in some of the matters set out in paragraph 124 the conduct of the 
Board is open to serious criticism, and in respect of the explanatory memo- 
randum (see also paragraph 105) perhaps even to censure. 

128. There is little doubt in our minds but that the Board were influenced 
in their decision to introduce a new system of remuneration of merchants 
by the change in the method by which the Government guaranteed the 
price of wool to the producers. Their memorandum of September, 1954, 
in which this change of front first occurred, indicates this (see paragraph 90). 
Under the new arrangements which came into force in 1955 (see paragraph 
56) the Board had a stronger incentive to exercise the maximum economy 
in marketing costs because the result would be that they could pay more 
to producers. The Cost Survey itself, the results of which under the old 
arrangements would no doubt have been part of the evidence produced by 
the Board in their negotiations with the Government for an increase in 
the marketing allowance, became under the new arrangements a part of the 
merchants’ case to the Board. These changes appear to have influenced 
the Board in deciding mot to base merchants’ margins on an average figure 
of costs derived from the Cost Survey, with the addition of an allowance 
for profit. 

129. The Board are, as it seems to us, bomid to act with discretion and 
moderation in exercising the very wide powers of control conferred upon 
them by Parliament and. while it is their duty to ensure that the clip 
is marketed efficiently and economically, it is also proper that they should 
pay a fair rate for the work done for them by 'their agents ; it would not 
be right for them to pay less than a proper rate in order to pass on a larger 
price to the producers. With this preamble and without oomrmtting our- 
selves to a view for or against the Cost Survey, we t hink it right to point 
out, iu favour of the B'oard’s view that a different approach was required, 
that, judged by the results of the Survey, Which showed a substantial overall 
gross margin for proprietors’ remuneration and profit, the merchants request 
for an increase of about 22^ per cent, in their rates of remuneration (see 
paragraph 98) appears prima facie somewhat unrealistic. Further, the tradi- 
tional Cost Survey method could not provide a new approach to’ merchants 
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remuneraUon if that was needed, or deal with the problem of adjustins 
a system of remmeration based upon pre-war conditions to present cir- 
cumstanras in which merchants’ responsibilities are permanently and imnor' 
tantly different from .those they had before the war. Again, there is uothine 
m the Cost Survey method, as initiated in April, 1953. to provide for 
setting off a proportion of costs against prospective increases in efiaciency 
as is done in the Annual Review between the Government and the fanners' 
Indeed, the present five-year contract includes a cost-variation clause, freely 
a^eed by the Board, which suggests that no appreciable increase in effi. 
ciency is expected amongst merchants over the five-year period. Apart 
from theffi general points, we gained the view during our enquiry that there 
are admitted defects in the present remuneration system (see paragraph 4 
of Appendix V). We trust that the Board and their agents may succeed in 
devising a better and more up-to-date system of remuneration. 

130. In their final submissions (Doc. 10 of Appendix I) the complainants 
asked ns to recommend that the Board should be directed to re-open nego- 
tiations on the remuneration rates of the existing contraots as from 1st May 
1957, and also to agree to a reference to arbitration if no agreement is 
reached. We are not satisfied that a case has been made out for such a 
drastic interference in the contractual relationship between the Board and 
then agents. We have particularly in mind that no evidence was put before 
us by the complamants as to specific losses made by their members under 
the contracts. We have given our opinion as to the validity of the contraots 
m paragraph 126. 

131. We do not, therefore, recommend that the present contract should 
be re-opened as sought by the complainants. Nevertheless, our review of 
the disputes has led us to the conclusion that the existing arrangements 
under the Scheme for the negotiation of agency contracts are defective in 
certain respects, and we make recommendations about these in Part VI of 
our Report. 

(B) CHANGE OF MERCH.4NT AND CANVASSING 

132. In paragraph 26 (2) we have defined the complaint under this head 
in the following terms : — 

“ The granting of greater freedom for producers to change their 

merchant and the removal of the ban on canvassing by merchants.” 

While this was all that was said by way of written complaint before the 
hearmg opened, we have taken note that the complainants made a specific 
request diMg the hearing (doc. 10 of Appendix I) that we would recommend 
the establishment of .tribunals (somewhat on the lines of those in operation 
under the Wool Control) to consider any disputed case of a proposal by a 
producer to change his merchant. 

GENERAL BACKGROUND 

133. Before the war, as has been said, there was competition between 
merchtmts for .farmers’ cUps, both in service and in price (para. 44), but 
whm the Wool Control .took over and the merchant ceased to be an inde- 
pendent operator, the pattern of marketing existing at the outbreak of war 
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was frozen by preventing producers from moving from one merchant to 
another (except for limited and approved reasons) and by prohibiting can- 
vassing by merchants (para. 46). Later, when the Marketing Scheme was 
under discussion, as has also been said, there were considerable anxieties 
amongst merchants as to the policy which a Board would adopt towards the 
merchants. In reply to questions asked at the public inquiry the promoters 
made it clear that they expected to continue to control producers in their 
choice of merchants. 

134. The Board substantially followed the Wool Control practice until 
the year 1955, except that they discontinued the regional appeal tribunals 
on which merchants and producers had, under the Wool Control settled 
cases of dispute on change of merchant as well as on valuation. In the 
Board’s memorandum to merchants of January, 1953 (see extracts in para- 
graph 84) it was quite definitely assumed that control of producers in their 
choice of merchant would be maintained in the future, and merchants were 
specifically promised that producers would not be allowed to change their 
merchant solely on the ground that extra services, which some merchants 
could afford to give and others could not, would not be carried out. On 
several occasions the Joint Committee were assured that canvassing would 
not be allowed. 

135. So, between 1950 and the 1955-56 season, the Board’s policy was 
to allow change of merchant only for limited reasons (the most important 
being poor service), to prohibit canvassing by merchants, and to disallow 
applications by producers to change from one merchant to another if there 
was any suspicion that canvassing had taken place. The number of applica- 
tions refused and allowed were reported to the Joint Committee from time 
to time, but individual merchants were given no warning of, and no oppor- 
tunity to comment on, a request by a producer to send his clip elsewhere. 
The decision was made by the Board without reference to the merchant. 

136. Dming these years, one or two references were made to a growing 
demand amongst producers to be free to change from one merchant to> ano'ther 
and in April, 1954, a merchanit member of the Board is recorded as telling 
the Jo'int Committee “ that the feeling was growing 'among producers now 
that they were entitled to expect complete freedom of choice of merchant 
and it was sometimes difficult for Board members to convince them that 
complete freedom was impracticable”. Some evidence of direct written 
representation from producers was brought to our notice (and part of it had 
been collected since our enquiry started). The Board supplemented this 
evidence by reference to the number of applications to change made by 
producers (see para. 138 below) and to the experience of Board members 
who had had many personal approaches from producers. 

137. In the autumn of 1954, without apparently any previous discussion 
with the merchants, the Board included in their memorandum of 
22nd September, 1954 (wbioh proposed that merchants should be spurred 
to efficiency by competing on the price wbidh they offered to producers) the 
statements both that “ producers would have to be given much greater free- 
dom to change their merchamt ” and that “ another major change . . . would 
be (freedom of merchants to canvass ” (see para. 91). 
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138. Both these proposals involved a major change of policy and were 
bitterly objected to by the merchants iboth inside and outside the Joint 
Committee and entered into the angry negotiations over the 1955 contract. 
In practice, as from 1956, the Board have allowed producers complete free- 
dom to change subject only to the limitations that changes must be within 
geographical aieas(i) small enough to make collection economic, that no 
agent is overloaded and that there should ibe no change in the case of a 
producer who has been dissatisfied over the valuation and has not succeeded 
in his claim before the valuation tribunal. Producers are not required to 
give reasons for their desire to change ; their applications are considered by 
the Board, whose decision is conveyed to the producer and merchant simul- 
taneously in February to take effect in May. The effect on the number 
of approvals and refusals can be seen from the following figures : — 





Appeals to 


Appeals 




change 


granted 


1952-1955 annual average of 4 years 


332 


168 


1956-57 season 


... 3,506 


3,444 


1957-58 season 


... 2,271 


2,237 



We were informed that all applicants for change of merchant after the 1956 
season had been invited, though not required, to give their reasons for 
asking for a change and that of the 875 applicants (or 39 per cent, of the 
total) who gave their reasons, 50 per cent, .applied because the new merchant 
was nearer or more convenient, 20 per cent, to get better services, sucih as 
collection from the farm, opportunity to see weighing, etc., 9 per cent, 
because they had other business connections with the new merchant and 6 
per cent, because they wished to join or were members of a wool growers’ 
co-operative. 

THE ARGUMENTS FOR AND AGAINST THE CHANGES MADE 

139. The merchants argued with .the Board and also before us that the 
new policies on change of merdhant and canvassing represented a serious 
and unjustified threat to their security, that it was inequitable for merchants 
to t>e tied by contract ,to the Board and yet not be able to plan ahead on a 
steady throughput of clips, and unfair that producers should be free while 
merchants were obliged to take any clips allocated to them. They also 
argued that the new policies, and particularly freedom ,to canvass, would 
lead to wasteful forms of competition in unnecessary services, at worst to 
improper practices, such as over-valuation of clips, and at best to what 
they regarded as ungentlemanly behaviour — one merchant trying to steal 
customers from another — which they felt to be especially wrong between 
agents of the Board, who were giving definite services under a uniform 
contract with the Board. There was also an element of “the producers 
can t have it both ways ’’ — control for the merchants and no control for 
the producers— and some feeling that the Board had broken faith with 
assurances given in .tlheir memorandum of January, 1953. 

140. While we accept that all the above argumemts have weighed with 
the complainants, we cannot but be conscious that the chief consideratioin 

(■) The Board discussed the proposed areas with the merchants and accepted most of the 
merchants’ suggestions for widening them. 
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influencing them is their fear that the co-operative merchants, whose 
organisation formally supported the Board against the private merchanits 
on these issues, would use the offer of the dividend to attract custom away 
from the private merchanits. The anxiety about canvassing appeared to 
be strongest in Scotland, where there is acute awareness of the growth of 
the business of the co-operative merchant, and wheie relations between, the 
Board and the merohaots have been at their worst. Witnesses speaking 
for the Wool Federation of Scotland clearly felt that the Board’s new 
policy on change of imerchant and canvassing had been influenced by the 
represenltadons of the co-operative merchants and had been arrived art in 
the knowledge that it would benefit co-operative merchants at the espense 
of the private merohainits. 

141. The Board claimed that maximum freedom for producers to change 
their merchant was neoessaxy iboth because producers wanted it and because 
it was consistent with “ the current trend of less control over the individual 
the strict control of the earlier days being a legacy from war-tdine con- 
diidons. They also considered that these now policies were necessary to 
introduce that element of competition, amongst their agents which was 
needed to encourage increased efficiency, and to effect substantial savings 
in transport costs.{i) At first (in their memorandum of September, 1954) 
they proposed that merohants should compete by sharing their miaargin with 
producers, 'but later they withdrew this in favour of comtpetition operating 
exclusively by the offer of improved services. They also stated that no 
evidence had been given that freedom to change had disturbed the economic 
balance of the merchants’ business. 

142. It appeared during the hearing that merchants were more strongly 
opposed to canvassing than to an extension of the right of producers to 
change their merchant. Their opposition to canvassing was unqualified 
but, in the letter sent by the British Wool Federation on 20th October, 
1954, .about 'the Board’s September memorandum, the Federation said that 
they “appreciated the difficuWes of the current situation” on change of 
merchant, and were prepared “to go into this very thoroughly with the 
Board”. Moreover, in their final submission the complainanits did not 
ask for lany apeoific limitation of the reasons which producers may give for 
wishing to change their merchant, though they appeared to contemplate that 
reasons other than bad service would be allowed only on the recommeinda- 
tion of the Joint Committee. 

143. The Board to some extent recognised the merchants’ objeotiom to 
canvassing. In. the cotuse of discussions during the winter of 1954-55, 
they agreed with the merohants that there were dangers in canvassing and 
that, iin principle, there should be restrictions on it and in their second 
policy proposals sent out to the merchants’ organisarions on 6th December, 
1954, they stated that “ Restrictions on canvassing would have to^ be 

(') The Board claimed that, according to their estimate, the changes made in the 1956-57 
season had saved over 100,000 miles in the transport of clips from producer to merchant. 
During any year these savings accrue to the individual merchant if he, and not the producer, 
is bearing the cost of transporting the wool from farm to warehouse, but the lower transport 
costs would no doubt be taken into account in assessing any changes in merchants’ margins 
due to cost changes. 
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exercised”. Their conclusion, conveyed to the merchants at the end o£ 
February, was — 

(a) that since no practical measures could be taken to police a restriction 
on canvassing activities, however desirable that might be, merchants 
should be free to canvass producers for clips ; but 

{b) that the Board would not allow the costs of canvassing as a claim 
for remuneration, and would watch the situation carefully with a 
view to taking any necessary steps in the future to preserve efficient 
marketing. 

144. The Board also recognised, in evidence given before us, that freedom 
to canvass might encourage the offer of services to producers which the 
Board would regard as unnecessary and therefore as wasteful. They felt, 
however, that some canvassing was proper and necessary if flexibility was 
to be introduced into the merchant trade and the producer’s freedom to 
change his merchant made effective. They pointed to the actual reasons 
given for change of merchant (paragjraph 138 above) as evidence that little, 
if any, improper canvassing had in fact been taking place. On the possible 
inequity of tying the merchant to accept any clip allocated to him, the 
Board said that there was a statutory obligation on the Board to accept 
any clip offered, and that it was therefore proper that their agents should 
accept a similar obligation. The Board had no evidence that merchants 
were unwilling to accept this obligation O, but if they were to be freed, 
it would be necessary for the Board both to maintain their own handling 
units in the various regions to take rejected clips, and to reconsider the 
level of merchants’ margins. 

145. It is proper to record that we were given no evidence of specific 
cases of “ improper ” canvassing^ and that the private merchants told us 
that, as a matter of policy, they neither canvass each other for clips nor 
encourage their “B” merchants to canvass, though there is competition 
between them for the producers’ custom in other agricultural products. 
Also the representative of the English co-operative “ A ” merchants who 
gave evidence for the Board told us that, up to the present, they had not 
canvassed, although we gathered 'that they would probably do so now that 
they had acquired a larger warehouse. 



CONCLUSIONS 



146. The Board have always maintained the need for some change of 
merchant to ensure that producers’ clips are collected from reasonably 
near at han d But, until the Board’s document of September, 1954, the 
merchants have had reason to expect the maintenance of a strict conteol 
of producers in the matter of change of merchant and -of the prohibition 
of canvassing by the merchants. We think that the merchants are justified 
in saying that the memorandum of September, 1954, represented a complete 
change of policy on both these points. Indeed, the Board’s chief witness 



(') In the few special cases which occurred the Board had been able and willing to arrange 
for a oarticular dip to be taken by another agent. ... 

0*The only case cited to us in evidence was that of a merchant who had sumeeded m 
getting a dip from another merchant by offering to collect e^her. This was objected to by 
the complainants on the ground that earlier collection could only be made at the expense 
of other farmers. 



50 



Printed image digitised by the University of Southampton Library Digitisation Unit 



,ereed in evidence that this was so and that “the policy side [of the 
^morandum] would have created feeling whenever it had been _ issued 
Tn all the circumstances, we think that the Board showed too little con- 
sideration for the merchants in their manner of putting forward their new 
policies. 

147 Our conclusion on change of merchant is that producers’ freedom 
ought to be limited only to the extent necessary for efficient collection 
of their clip. This seems to require only that sufficient notice of change 
should be given, and that the Board should be able to disallow cases 
where the change would involve excessive transport or where a valuation 
dispute was under appeal or had recently been refused. This is in line 
with the Board’s present practice. We do not, however, think that it is 
right for the merchant to be left in ignorance of the fact that a chent has 
applied to change to another merchant. We questioned the Board’s chief 
witness on the reason for the present practice and were told that, if a 
merchant was informed of a producer’s intention to change before a decision 
had been t aken , he would canvass the producer, who might then change 
back ■ this was expected to create administrative difficulties. We do not 
think’ that these difficulties at all justify taking away from the merchant 
the right to learn as early as possible the possibility that he is to lose a 
client and the right to try to persuade that client to remain with him. 

148. Accordingly, we recommend that, subject to the Board retaining 
power to disaUow changes for the foregoing reasons, producers should not 
have to seek permission to change but only to notify their intention and 

(i) that twelve months’ notice of intention to change to another merchant 
should be given to the Board by producers, and that the Board should 
advise both the merohauts concerned on receipt of the notice ; and 

(ii) that the notice should be given before 1st May of one year so as to 

be effective from 1st May of the next year and that the producer 
should be at liberty to withdraw the .notice at tmy time up to the 

end of the calendar year in which the notice is given, the Board 

then advising both the merchants concerned. 

We think that this would give enough notice to the merchant to enable 

him. if he so wishes, to try to persuade the producer to change his mmd, 

and’ if not, to alter his trading arrangements accordingly. We do not 
consider that the complainants’ proposal for a tribunal is called tor^M 
that it would be necessary if some such arrangement as we have suggested 
is introduced. 

149. With freedom on the part of producers to change their merchant, 
it seems to us necessary to accept freedom for rnerchants to canvass. The 
object of the Board is, so far as is consistent with the circumstances under 
which they operate, to allow competitive forces to influence the structure 
of the merohanting organisation as opposed to keeping it frozen. ^vasMg 
represents one of the ways by which competitive forces work. It has bad 
features as well as good. Where there is no competition through the price 
mechanism in the ordinary sense, the role played by canvassing b^om^ 
more important than under normal competitive conditions, and its ba 
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features are liable to become more pronounced. Although it was pointed 
out to us that there was no evidence of harmful canvassing, it is relevaa 
to note that in fact, fuU scale canvassing has not been tried (see paragraph 
145) But we agree with the Board that some canvassing is desirable and 
that it is not possible to discriminate between one kind and another, any 
more than in other spheres it is possible to rule out wasteful forms of 
competition without prejudicing the operation of competition itself. Further, 
we think that it is undesirable, unless on strong grounds of efficiency and 
so of practical public interest, that the Board should impose upon merchants 
a practice (prohibition of canvassing for custom) which, if reached and 
imposed by agreement between the merchants, would be a restrictive trade 
prartice which might well be registrable under the Restrictive Trade Prac- 
tices Act. Our conclusion is that the Board should not reimpose a ban on 
canvassing. 

150. We find that the actions of the Board over canvassing and change 
of merchant have not been contrary to the reasonable interests of te 
members of the complainant organisaitions, save in regard to notification 
to merchants of proposed changes of merchanit. We dO' not consider .that 
the public interest requires that the present arrangements should continue 
in this latter respect. We therefore recommend that amendments should be 
made as outlined in paragraph 148. 

ADDITIONAL “A” MERCHANTS 

151. This is perhaps the place at which to draw attention to an aspect of 
the arrangements made by the Board for handling the clip which has 
not been a matter of complaint to ns but on which we think it right to 
observe. 

152. In their memorandum of January, 1953, on the future of merch^ts, 
the Board referred to the possibility that at some time additional “A” 
merchants might be needed but added that “ B ’* merchants and others should 
not apply to be accepted as such “ unless the Board has decided that the 
efficiency of the Scheme requires a new unit in any area ”. In fact, file 
Board have assisted the establishment of two additional “A” merchants, 
one (a Co-operative) in Northern Ireland, where previously there was only 
one “A” merchant, 'and one (a private merchant) in Wales, which was 
formerly largely served by Bradford merchants. In the course, however, 
of the discussions leading up to the signature of the present five-year 
contracts, the Board gave assurances to aU the private merchant organisa- 
tions that they would not invite applications for additional “ A ” merchants 
(or themselves set up new handling units) during the present contract period 
provided the whole clip was handled under the five-year contract (see 
paragraph 162). In pursuance of these assurances, the Board have refused 
two requests from firms wanting to become “ A ” merchants (see para- 
graph 117). 

153. The total number of “ A ” merchants has decreased since 1950 from 
128 to 113, although there has been a considerable increase in the total 
clip. While it does not appear that the Cost Survey conclusively sup- 
ported the Board’s view that small clips are less economic than large clips 
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tor the merchant to handle, the Board have stated in evidence that they 
consider larger clips to he more economic when it comes to selling the 
clip, whether or not they are so for the merchant collecting it.(i) The 
Board therefore aim at a fether reduction in the number of “ A ” merchants. 

154. There is always a danger that rationalisation to produce economies 

of scale may prevent or discourage new entrants. In the present instance 
there clearly is this danger. We particularly asked the Chairman of the 
Board to give evidence on the attitude of the Board to the introduction 

of new merchants and his reply was that “ the Board’s attitude is that 

no one should be excluded from acting as a merchant . . . provided that 

he is capable of domg so properly at a reasonable fee and handles a 

fair quantity of wool ... At the same time ... the Board would 
consider a reduction in the present number of merchants to be advan- 
tageous . . .” Further, the Board are excluding new merchants altogether 
during the current five-year contract period and the Board’s Manager; Secre- 
taty agreed, in answer to our questions, that it was very dif&cult to provide 
for new blood to come in under the present system. The danger, or at 
least the difficulty, was recognised even by the private merchants, one 
of whose chief witnesses agreed that “ the trade is more or less a closed 
shop . . . but there seem to be sufficient merchants to handle the wool 
and I jmst do not know how you can get over that difficulty . . .” While, 
however, admitting that there could be circumstances in which it would 
be right to admit new “ A ” merchants, the merchants clearly felt that 
this should only ibe done in relation to quite new business, and in con- 
sultation with the Joint Oommittee. 

155. In several published reports, the Monopolies Commission have 
recorded their view that it lis in the public interest that there should be 
freedom of entry into a trade or business, 'and we note that in their report 
on the Cables industry, they 'specifically recommended the G.P.O. (who 
rationalised the production 'Of telephone cable by reducing the number of 
makers) to “ leave itself free in future to place a proportion of orders with 
independent concerns ”.(^) We think it is in the public interest that the 
Board should have in mind, in the arrangements which they make for the 
collection and handling of 'the United Kingdom clip, not only the value 
of calculable economies but also 'the importance of making some provision 
for new enitrants. 

(C) DIRECT HANDLING BY THE BOARD 
COMPLAINT 

156. In paragraph 26 (3) we have defined the complaint under this 
5 head in the following terms : — 

i “ The act of the Board in setting up an experimental handling tmit 

: at Oak Mills, Bradford, contrary to 'the recommendations of the trade 

i members on the Joint Committee.” 

C) The Chairman of the Board said that a small agent takes a long time to accumulate 
J enough wool to make up sale lots and that small agents involve the Board appraisers in erctra 
; travelling. . ^ . 

'• (*) Para. 295 of the Report of the Monopolies and Restrictive Practices Commission on 

the supply of electric wires and cables dated 25th April, 1952. 
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GENERAL BACKGROUND 



157. As has already been stated, the Board have powers under the Scheme 
to handle wool themselves. Their memorandum “ Policy for the Future-, 
Merchants” issued in January, 1953, included the following statement: — 

“ The Board is convinced that economy and efficiency in the handling 
of wool can best be maintained and improved through a development 
of the present system of employing authorised merchants to cariy out 
the physical processes concerned. There appears to be no economic 
justification for the Board taking over the present functions of ‘A’ 
merchants (except perhaps in isolated cases as a yard-stick of costs, but 
even this seems most improbable as other yard-sticks are available).'” 

158. Up to 1955 the Board had never themselves handled producers’ 
wool. Towards the end of January in that year one of their agents in 
Cumberland notified the Board that he wished -to give up part of the clips 
allocated to him. The situation was considered by the Board on 15th 
February, 1955, and it was decided provisionally to take over the clips and 
start an experimental handling unit at the Board’s premises at Oak Mills 
Bradford, which up to that time had been used only for such purposes as 
storing and exhibiting wool. 



159. A reference to the proposal to set up such an experimental unit 
was included in the agenda for -the Joint Committee meeting on 23rd 
Feix-uary. 1955. At this meeting the Board’s Manager /Secretary explained 
quantity of wool which the Board proposed to handle was about 
ISi.OOO lbs. weight, and that the object of the proposal was to enable the 
B^ to acquire some experience of the problems which merchants them- 
had to face ; to ascertain the costs of the various processes involved 
uiri to ^ if means could be found through suitable mechanical aids to 
^uce Item : it would give some insight into the problem of -appoSg 
^ ; and practical experience would be gained on organisation^ ^ooUecS 
jocedure, imii^tion of agents m the field, and transport and warehousine 

tteZiii had 

thl Btrfrdt; relations alreSS 

SoSo^ We nSf tLa't and'contract 

an assurance from tof B^d hat organisation also a-sked for 

b.,o.d . i,“ ■‘“Sr 

Ite beginning of the 1955 commenced operations at 

tteir freedtS of ^ prodnoe-m exercising 

Board has been reduced 

54 



Printed image digitised by the University of Southampton Library Digitisation Unit 



that they would not ^et up handling units in Scotland. In reply the Board 
oave an assurance to the effect that 'they would not do so, so long as all 
^ttish wool was being 'handled efficiently by merchants on the pro'posed 
jve-year contracts. Nevertheless, in the explanatory memorandiun sent out 
by the Board to individual merchants on 16th March, 1955, with the offer 
of the alternative forms of contract, it was indicated (see para. 105) that 
the Board might have to consider inter alia whether a handling unit should 
be set up in a particular area, if sufficient merchants did not take up five-year 
contracts to enable the United Kingdom clip to be handled efficiently and 
economically. Similar assurances to. those given, to the Wool Federation 
of Scotland, i.e. 'that the Board would not itself set up handling units so 
long as the wool was 'being handled -efficiently .by merchants on the five-yeai 
contracts, were subsequently given to aH the merchant organisations. 

THE 'COMPLAINANTS’ CASE 

163. The trade 'had 'been presented with a virtual “fait accompli” over 
the setting -up of the experimental handlin.g unit and representatives were 
given insufficient tkne 'to consult their organisations before the Joint 
Committee meeting. The merchant organisations considered it a major 
change from the policy set .out in the 1953 policy statement and were 
concerned .about the pnopoisal because they feared that the unit might prove 
to be “ only the thin end of the wedge ”. During the course of the hearing 
it was indicated that the complainant organisations were now less concerned 
about the establishm.en't of the particular experimental unit at Oak Mills 
as one of their complaints as it had rather 'loist its impact. They were, 
however, still apprehensive in case the Board should decide to handle wool 
on a larger scale. They .maintained that it was wrong for the Bo, aid to handle 
wool in competition with the merchants while the agency contract was so. 
short, and that the fear of a furth-er devetopment of this kind had dis- 
couraged merchants -from making improvements to their businesses. It was 
urged that the unit should be limited strictly to “ non-commercial ” activities. 
It was also maintained that a unit .o-f the size of Oak Mills did not provide 
a good yard-stick of costs ; nor was it comparable with a merchant’s premises 
b^ause the Board had no problem of shortage of space. 

THE BOARD’S REPLY 

164. The Board did not consider the establishment of a handling imit at 
Oak Mills to 'be a majo-r change of poUcy. -It had always -been envisaged 
that perhaps one day the Board would wish to have a yard-stick of costs on 
the lines described in -the 1953 policy statement (see para. 84). They did 
not say that this would not be desirable although they did say that it was 
not .pEO'bable. 

165. Although the Boaid had in mind the possibility of settin.g up a 
handling unit they did not actively consider the proposition until the end 
of January, 1955, when the merchant in. Cumberland notified the Board that 
he wished to give up part of 'his handling. 

166. It was admitted that the proposals arose at an unfortunate time when 
the relations between the Board and the mercbanit organ-isationfi were bad, 
but another opportunity was unlikely to occur. 
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167. Although the unit was small and below the average in size (thejj 
were, however, 30 firms which handled Jess) it had not been uneconomic 
In fact it had represented a saving in marketing costs to the Board, win 
would have had to pay out more in merchants’ remuneration than in the 
costs of the unit. While in size the unit was not typical, very many of the 
problems were the same and the unit did give a reliable picture. Experience 
of the costs of the unit had been used as a check on unnecessary payments 
to sub-agents and had shown that this part of the work could be done at 
much lower costs by mot employing such sub-agents. Experience of the 
unit had also shown that the rate of remuneration ofllered to agents was 
adequate. In spite of its small size, the unit had made a reasonable profit 
on a fair apportionment of costs made by the professional accountant oj 
the Board’s staff. 

168. The Board’s Chairman, in cross-examiuation, said he ithought that 
the Board would like to have further experimental or handling units in 
other areas, not necessarily so small as Oak (Mills. It would be an ideal 
at which to aim, though not necessarily to attain. About half a million lb 
weight was the average amount handled by agents .and would be a reasonable 
size for a unit. 

169. The Board could displace the merobants, but that was not their 
policy and they had never considered taking over from them altogether 
save as a temporary measure -in the case of the possible refusal of the Soottish 
merchants to handle the 1955 clip (see para. 102). This had been fairly 
qrecifically stated in the Board’s letter of 11th (March, 1955, giving assurance 
on the subject. 



170. The Board had a duty to see that wool was collected as economically 
and as efficiently as possible. This was not stated in the Scheme, but 
efficiency in marketing was the whole object of such marketing schemes. 
Nor was it laid down in the Scheme or in the Acts what were the methods 
whereby wool was to be collected and graded for marketing ; the Scheme 
gave the Board power to choose their own means. The Board had done 
nothing contrary to the interests of merchants in establishing the Oak Mills 
unit and there was no reason why the Board should not be allowed to 
e^blmh an experimental depot on a larger scale. T(he Board .maintamH 
V ^ should be free to choose -the best and most economic way of 
handlmg wool. If the merchants provided the best way of doing this tihen 
no doubt the Board would continue to employ them ; but if the merchants 
demanded unreasonable remuneration, or fcoiuglh inefficiency were nnaWi-. 
to do the job at a reasonable rate, then it would -be the Board’s duty to 
see there were any more efficient way of collecting wool and to consider 
whether they themselves ought not to collect it. 

♦k complainants had sought to be protected for 

the statutory life o-f the Board, although they had said in evidence that 
they meant offiy some such period as corresponded with the guarantee 
aiTMgements between the Board and -the Government. They wire really 
^ekmg to be free from all commercial risks -in their dealings with the 
^ Board from handling producers’ own wool with 

-merchants was against the public in-terest and 
would give the merchants an overweening strength in negotiation. 
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CONCLUSIONS 



172. We are clear that the opportunity to. set up the handling unit at 
Oak MiUs came at an unfortunate time from the point of view o-f relations 
.between the Board and the merchants. iWe also think that the Board cam be 
criticised for using the threat of establishing further .handling units to 
press the acceptance of the five-year co.ntraot upon individual merchants 
(see para. 105). Nevertheless, we do not consider that the action of the 
Board in setting up the experimental handling unit at Oak Mills was 
contrary to the reasonable interests of the merchants. Moreover, we consider 
it is in. the public interest that the Bo.ard should ibe free to set up experimental 
units, and it is right that the Board should acquire practical knowledge of 
the services which they require their agents to perform. We are also, 
of the opinion that they should .be able to supply those services if for any 
reason they cannot get them performed in any area .with reaso.nable efficiency 
or on reasonable terms, or .have difficulty in getting them performed at all. 



Part VI. — The General Relationship between the 
Board and their Agents 

173. We have already referred (in .paragraph 26) to the suggestion made 
by Counsel for the complainants .that the individual acts or omissions of 
the Board complained of might weU be regarded as part of a pattern of 
conduct of the Board which produced a situation prejudicial to the interests 
of the merchants. Although we have felt obliged to deal first with the specific 
topics raider oompladmt, we consider it right .that we sho-uld deal with the 
wider concept of the complaints as affecting the general relationship between 
the Board and the merchants. 

174. First .it may not be out of place to review briefly the general tenor 
of the relations in recent years. It is clear to us from the evidence we have 
received that the general relationship between the Board and the merchant 
organisations was reasonably good up to the autumn of 1954. There does, 
however, appear always to .have been some resentment among the merchants 
at their loss of status folfowing the inception of the Marketing Scheme. 
Although this matter is not directly related to the complain.ts, it was men- 
tioned during the hearing and we think it worth emphasising that the 
merchants, in fact, lost their independent status when Government c«ntro.l 
started during the war and 'that ParUament confirm.ed this state of affairs 
when, in 1950, they approved the present Marketing Scheme as a system of 
organised marketing; in decreeing the organised sale of wool. Parliament 
necessarily decreed the disappearance of the first-instance purchaser, the 
individual merchant .who used to buy wool on his own account from the 
individual farmer. While .it is natural that all merchants should not welcome 
the change of status, it is to be hoped that they will now be prepared to 
accept it. 

175. .It was during the last quarter of 1954 and the first quarter of 1955 
that the relationship :between the 'Board and the representatives of the 
private merchants deteriorated seriously. Relations with the Wool Federation 
of Scotland became particularly bad, and at the end of February, 1955, it 
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appeared as though the Scottish merobant-s might go. so far as to refuse ^ 
to handle the coming 1955 clip. The representatives of the Federation i 
were certainly outspoken in their statements and appear to have taken a ^ 
leading part in the opposition by the private merchant organisations to the 
Board’s proposals, particularly as relating to the agency contract. 

176. The private merchant organisations appear to have been unanimous 
in thinking that the Board were unreasonable and dictatorial, at least over 
the 1954-55 contract negotiations. On the other hand, it was contended 
on behalf of the Board that the merchants, particularly the Wool Federation 
of Scotland, had not been as reasonable as they might have been. While 
feelings may have moderated somewhat since the worst period in early 1955, 
we think that there is a very real possibility of further deterioration in the 
not so distant future as the end of the present five-year contracts draws near, 

In brief, we have gained the impression that there is a state of near armed 
neutrality, at least so far as the complainant organisations are concerned. 

177. We do not wish here to attempt to opportion the blame for this 
unsatisfactoiy state of affairs. We think it sufficient to emphasize that as a 
statutory body with extensive powers of a monopolistic kind, there is a 
special obligation on the Board not only to act reasonably and fairly, but 
also to take particular care to appear to do so. While such a standard of 
conduct is proper to all bodies exercising monopoly powers, we consider it 
especially important where these powers are statutory. 

178. In our view, in their conduct towards their agents, the Bo^ard should 
ceep two consideratioms carefully in mind. First, .they should give full 
ind proper consideration to the views of toe merchants acting as their 
igents ; and secondly, m the exercise of their duties they sbO'Uld be careful 
3 avoid conduct and courses of action which might reasonably be construed 
s attempts to exploit their monopoly powers unfairly and at the expense of 
teir agents. As will 'be clear from our Report, we are not convinced that 
le Board have always given proper consideration to the views of the 
nerchants. We do not seek to criticise the 1955 contract itself or the 
iecision to allow freedom for producers to change their merchant and for 
merchants to canvass for custom, or the decision to establish an experi- 
mental handling unit. But in each case we have found it necessary to 
criticise the way in which the Board have introduced and carried out their 
policies. We also have in mind the fact that, since the new Financial 
Agreement, the Board are demonstrably the only arbiters in a case in which 
they (as representing the producers) have a direct financial interest, whereas 
previously the Government may have been felt to have an interest (see para. 
128). In the light of these considerations we conclude that there is a case, 
on this matter of remuneration and on this point alone, for some form of 
appeal to a third party in the event of a disagreement (see para. 181 below). 

179. In addition to the question of equity, there is an economic argument 
which must have a close bearing on the Board’s attitude. If producers wish 
to retain the services of the best elements amongst the merchants, they will 
need to offer them sufficiently attractive conditions and prospects to persuade 
them to continue as their agents. If producers cut the rates of remuneration 
too fine, or introduce other harsh conditions of employment, then they may 
well 'find that 'they have made a stick for their own backs — as a representative 
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of the Co-operative merchants said during one of the meetings with the 
Board in early 1955. Whilst a movement by merchants out of the trade 
may not necessarily be harmful, a general lowering of the standard of 
efSciency in the industry would result if it were the more energetic and 
enterprising firms ■which left it. 

ARBITRATION 

180. In their final submission to ns (doc. 10 of Appendix I), the com- 
plainant organisations sought .an amendment to the Scheme to give them 
the right of appeal to arbitration in any dispute over the acts or omissions 
of the Board which; they regard as contrary to the interests of their members. 
We do not consider that such a provision would be justified, whatever the 
correct view as to the legal authority of such a provision ; the complainants 
have made it clear that they would want to be able to refer to an arbitrator 
■any matter at all on which they differed from the Board and, notwithstanding 
the argument made by Counsel (see paragraph 29). we consider that in 
practice this would amount to making the arbitrator decide policy for the 
Board on many important matters. Parliament has placed on the Board 
the responsibility for administering the .Scheme and we do not think it right 
that this responsibility should be shared with an arbitrator. On the other 
■hand Parliament h,as not examined the Scheme as a whole since the negotiat- 
ing position of the merchant was materially altered by the Financial Agree- 
ment of 1955 (see .paragraphs 56, 128 and 178) and we think there is a strong 
case for changes in relation to the negotiation and settlement of remuneration 
rates. We deal with this matter in the following paragraphs. 



AN ALTERNATIVE REMEDY 

181. We find that the existing arrangements for the conduct of negotia- 
tions between the Board .and the merchant organisations are defective in 
certain respects : that they are contrary to the reasonable interests of the 
members of the oomplainant organisations and that the public interest does 
not require that these arrangements should be retained without modification. 
But in our view the u-eed to remedy these defects calls for a less sweeping 
remedy than that sought by the complainants. First, we do not comider 
that the Joint C-ommittee provides a satisfactory forum for negotiation 
between the Board and their agents on remuneration rates,_ since other 
interests are represented on this Committee ; instead, we thmk that the 
Scheme should make s.pecific provision for a special committee to deal 
with merchants’ petuiuneration. In .practice both the B'oard ^d the merchant 
organisations appear to be in agreement on the unsuitability of the Joint 
Committee for negotiations on remuneration rates, although, in fact, the 
agency contracts often came up at the Joint Committee if, but only if, one 
of the regular qnar'terly meetings happened tO’ be held on a date convenient 
for carrying on ’liiscussion between the parties (see para. 77). Secondly, we 
ccmsider that provision should be made in the Scheme for enlisting the 
good oflBces of an independent person who would act as a Consultant and 
■help the tw ;0 sides to; resolve .any differences that arise oyer the amount^ to 
be paid to merchants by way of remuneration. We think this prolusion 
is desirable both for the reason given at the end of paragraph 178 above, 
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and because the bitterest differences between the two sides have occurred 
over the rates of remuneration. The Board must decide, after consultation 
with the Joint Committee so far as necessary, what tasks their agents should 
be required to undertake, and the final decision on the remuneration which 
they will pay for these tasks must rest with them unless they voluntarily 
agree otherwise in any particular case, but we believe -that a Consultant 
would be able to help the parties to reach agreement. 

182. We therefore recommend that, so long as merchants’ remuneration 
is arrived at after disoussion between the Board and the merchant organisa- 
tions, the Scheme should be amended in the following manner. 

(a) Provision should ;be made for a separate Committee to be a forum 
solely for negotiation between the Board and the merchant organisa- 
tions on the amount to be paid to merchants by way of remuneration. 
There should be a representative on Ihe Committee of each of the 
merchant organisations recognised by the Board as representing the 
interests of the merchants. 

{b) The -Scheme should also provide -that if there is disagreement on this 
Committee, then -either the Board or any of the merchant organisa- 
tions represented on the Committee should be entitled to refer the 
matter in dispute to- -a Consultant -to be -appointed by the Committee 
or, failing agreement, by the Ministers. 



Part VII. — Summary of Conclusions and 
Recommendations 

REMUNERATION DISPUT-ES 1953-55 

183. We have defined -the complaint under this head in paragraph 26 (1) 
in the following terms : — 

“The alleged -arbitrary conduct of the Board during and after the 
negotiations on the contract, and in particular their action in offering 
to individual merchants, contrary -to -the -wishes and contentions of the 
complainant organisations, either a one-year contract subject to such 
-terms as were alleged to -make its -acceptaince tantamount to- commercial 
suicide, or a five-year contract -at rates representing a 10 per cent, reduction 
on existing rates of remuneration.” 

184. The history -of the negotiations shows in our view that the five-year 
contract with its reduction in margins, although valid in law, was virtually 
imposed upon the merchants ; that this was done with -undue haste in relation 
to the time which might reasonably be -expected to elapse for negotiations on 
remuneration following a Cost Survey ; that there was confusion -as to the 
use to which the -Cost Survey was to be put ; and that throughout the 
negotiations the Board -adopted too rigid an attitude towards the merchants. 
(Paragraph 124.) 

185. We do not think that it was contrary to the reasonable interests 
of the -merchant members of the complainant organisations that the Board 
should oifer to individual merchants a contract which had not been agreed 
beforeh-and between the -Board -and -the complainant organisatioins. While 
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there should be full consultation with the merchant organisations on matters 
which concern them we are of the opinion that it would be contrary tO' the 
public interest for the Board to be bound to obtain the agreement of any 
or all of the merchant organisations before ofiering a contract to individual 
merchants. Further, we do not think that the reasonable interests of the 
merchants necessarily require that their average remumeration should be 
arrived at by the traditional method of estimating their average costs and 
adding an allowance for profit, and we consider that the Board must be 
free to abandon this traditional approach to remuneration, if they feel it to 
be inappropriate to present circumstances. (Paragraph 125.) 

186. We find it difficult to contemplate circumstances (excluding fraud 
or duress) in which the offer of a contract, irrespective of its terms or the 
manner in which it was offered, could be held to be contrary to the reason- 
able interests of the person to whom it was oSered (paragraph 126). We 
have reached this conclusion solely on legal grounds and not without 
reluctance as we deprecate both the method and the precipitancy of the 
Board in the contract negotiations and we are of the opinion that in some 
of the matters set out in paragraph 124 the conduct of the Board is open 
to serious criticism, and in respect of the explanatory memorandum (see 
paragraphs 105 and 127), perhaps even to censure. 

187. We do not recommend the re-opening of the negotiations on the 
contract iremuneration rates as sought by the complainants. (Paragraphs 
130-131.) 



CHANGE OF MERCHANT AND CANVASSING 

188. We have defined the complaint under this head in paragraph 26 (2) 
in the following terms ; — 

“The granting of greater freedom for producers to change their 

merchant and the removal of the ban on canvassing by merchants.” 

189. We find that the acts of the Board over changes in the anrangements 
as regards freedom for producers to change their merchant and freedom for 
merchants to canvass producers’ clips were contrary to the reasonable 
interests of the members of the complainant organisations only to the extent 
that merchanls are left in ignorance of producers’ applications to change 
to another merchant ; we do not consider that the public interest requires 
that the prese.nt arrangements should continue in this latter respect. 
(Paragraph 150.) 

190. We recommend, therefore, (paragraph 148) that arrangements should 
be made so that : — 

(a) twelve months’ notice of intention to change tO' another merchant 
should be given to the Board by producers, and the Board should 
advise both the merchants concerned on receipt of the notice ; 

(i) the notice should be given before 1st May of one year so as to be 
effective from 1st May of the next year, and the producer should be 
at liberty to withdraw the notice at any time up to the end of the 
calendar year in which the notice is given, the Board then advising 
both the merchants concerned accordingly. 
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DIRECT HANDLING BY THE BOARD 

191. We have defined the complaint imder this head in paragraph 26 (3) 
in the following terms 

“ The act of the Board in setting up an experimental h.andling unit at 
Oak Mills, Bradford, contrary to the recommendations of the trade 
members on the Joint Committee.” 

192. We find that the action of the Board in setting up the experimental 
handling unit at Oak iMiUs, Bradford, was not contrary to the reasonable 
interests of the members of the complainant organisations, and we recommend 
that no action be taken as regards this complaint. Moreover, we consider 
that it is in the public interest that the Board should ,he free to set up 
experimental units, and it is right that the Board should acquire practical 
knowledge of the services which they require their agents to perform. We 
are also of the opinion that they should be able to supply these services if 
for any reason they cannot get them performed in any area with reasonable 
efficiency or on reasonable terms, or have difficulty in getting them performed 
at all. (Paragraph 172.) 

ADDITIONAL “ A ” MERCHANTS 

193. Although this was not a matter raised in the complaints, we think 
it right to state that we consider that it is in the public interest that the 
Board should in future make some provision for the admission of new agents 
(Paragraph 155.) 



GENERAL RELATIONSHIP BETWEEN THE BOARD AND THEIR 

AGENTS 

194. We find that the existing arrangements for the conduct of negotiations 
between the Board and the merchant organisations are defective in certain 
r«f^s ; that they are oonttary to the reasonable interests of the members 
erf the complamant organisations and that the public interest doea not require 
should be retained without modificatiom. (Paragraph 

consider that the Scheme should make specific provision for a 
specal Committee for negotiation 'between the Board and the merchant 
organisations concerning the amount to be paid to merchants by way of 
^u^tion ^ for enlisting the good offices of an .independent person 
who would act as a Consultant and help .the two sides to resolvVany 
differences that arise. (Paragraph 181.) 

196. We do not, however, recommend that the Scheme be amended so 

S ^ arbitration for the merchant organisations 

in any dilute between them and the Board. (Paragraph l80.) 

recommend that, so long as merchants' remuneration is 

^^eme merchant organisations, 

the Scheme should be amended in the following manner. (Paragraph 182.) 

sNeW ^ ^ separate Committee to be a forum 

between the Board and the merchant organisa- 
ons on the amount to be paid to merchants by way of remuneration. 
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There should be a representative on the Committee of each of the 
inerchant organisations recognised by the Board as representing the 
interests of the merchants. 

ip') The Scheme should also provide that if there is disagreement on this 
Committee, then either the Board or any ctf the merchant organisatkms 
represented on the Committee should be entitled to refer the matter 
in dispute to a Consultaint to be appointed by the Committee or, failing 
agreement, by the 'Ministers. 

198. We desire to express our thanks to our Secretary, Miss W. M. Drake, 
who has discharged her exacting duties with efficiency and zeal and has 
shown throughout a constant courtesy and readiness to help the CtMnmittee 
and its members. We are also grateful for much help given to us by our 
Assistant Secretary, Mr. R. A. Fasken, especially in regard to the viewings 
in Scotland and Northern Ireland. Finally, we may be permitted to record 
the thanks we owe to Mr. M. iM. A. Gray of the Mmistry of Agriculture, 
Fisheries and Food, who has been most helpful in placing at our disposal 
at all times his knowledge and experience of the statutoiy provisions and 
marketing arrangements generally. 



We have the honour to be. Sirs, 
Your obedient Servants, 



Richard O’Sullivan (Chairman). 



S. A. Bom 
E. W. Craig. 
R. F. Kahn.* 



Alix Meynell.* 
John Ryan. 



W. M. Drake (Secretary). 

R. a. Fasken (Assistant Secretary). 

9th July, 1958. 



Note of Reservation to Paragraphs 126 and 186 




.them in the manner, and witl 
the Report. Furthermore, we 
the Board to act as they did. 



R. F. Kahn. 
Alix Meynell. 



9th July, 1958. 



* Signed subject to the Note of Reservation. 
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APPENDIX I 
Doc. 1. 



Letter of Complaint from the Country Wool Merchants 
Association to the Minister of Agriculture, Fisheries 
and Food 



29. Meadow Road, 

London. S.W.8 
iUh January, 1957. 

The Miaisler o# AgrKalture, Fisheries and Food. 

WteiebaH Place, 

Lojdao. aw.l. 



Si*. 

11. ] I haw been instnicted by the Country Wool Merchants Association which 
refseteoti *0 per cent, of the authorised worf merchants in England to make an 
o®eal coo^jiaint concerning the operation of the Schente ccHistituted by the 
ftnarfi Wool Marketing Scheme (Awiroval) Order, 1950, and to request that a 
Conumltee of Investigation shall be directed to consider such complaint. 

12. ] The ,A«oaation has become increasingly aware during the last two years 
of the esjflenc* between the British Wool .Marketing Board and authorised mer- 

■*ckanis trf disputes and differences, directly related to the operation of the 
Scheme, which have muhiiiied in number and complexity. When unresolved 
by aegooalion they either remain ^ matters of contention, aggravating the 
relaiKmship of the Board and the nm’chants, or become subject to the unilateral 
decsjoo of the Board which is atfanniaratively enforced, and in respect of 
iriHdi BO merchant has any effective- right of challenge or appeal. 

13. ] It may be accepted that the Scheme cannot be operated without the 
«*chants who. as the Board's agents, ccflect, handle, pack and grade the wool. 
Tlie type of function dischar^ by the .wood merchant — perpetuating a very 
incjeo't trading tradMion — is whhoul any real analogy in any other marketing 
tchcme. Because of the diveraty <rf the services rendered, the widely different 
feO|P*a|ffiMsal con^ticms in which such services are given and the complex of 
»ding units providing the services — ranging from single jM-oprietors to partner- 

and limited comjanks — it is inevitable that from time to time, legitimate 
dixies and dfflerraces mist arise between collective bodies representing mer- 
cbante and the Board. Yet though provision is made by Article M of the Britishi 
Wool Marki*ing Schrane (Aj^oval) Ordra-, 1950, for any producer who is- 
a^rieved by any act or emission of the Board to refer the matter to #lie 
artrinaticHi of a single arbitrator, no like provision is made in respect of the 
mercimnt. 

{4] The absence of arbitration machinery has, in the view of the Association, 
lirectly contributed to the pres«it accumulation of disputes and differences 
ami the Board. Hiis situati<m has undoubtedly caused a 
Mswm. in the relations of the Board and the merchants. Unless 

it h arrested Msd in due course mkigated the effidency of the Scheme will be 

fS.] The Assodation is unable to accept that the Advisory Committee consti- 
tuted imdcr pai^raf^ 33 the Order — known as the Jdnt Committee — ^is an 
elective body for the purpose of resolving dilutes. The Joint Committee 
provides a fonim fca* the ventilation of differences — mainly concerned with 
nmtters of pdkry — but its functkns are advisory only. Though persuasive in 
character, the reoomme^^ons of tlw Joint Ownmktee do not carry any 
execi^jve sanction. Moteover, it is the fact that on numerous o«asions the 
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1 , . . — «Ai>i 4X wiue a.r» a i* 

■wholly beycmd the power of the Joint Committee to deUsmmc. 



xausA* tu ptvuucc an agreea lormuia. 




. 1 , J" ’’5'’ *® Association at the retptot of *e Board li»at 

be a Costings Inquiry with the intratioti ttet a fomwb sIkwW be 
detined Ujxm which an average rate of remuneiatioei ooold be teBOd. n» Inquiry 
proceeded at ransiderable expense hit was iwvw concluded b« 3 Hise diflercnces 
arose (which have never been acceptably resolved! with reference to the mediod 
of computing three essential major items, namely ; 

(a) The amount of the commi^on to be allowed for agents (i.e. “B" and 
“C” merchants) onployed by the authorised merchants. 

(h) The remuneratKHi to be allowed fosi work persm^lly undertaken by 
proprietors and directors in connectitm with mana^ment, adminiidration, 
handling and grading. 

(c) The margin of profit. 

[S-] In the events that subsequently transpired the iwotKliMve nature of the 
costs investigation did not deter the Board from acting smikteraBy in ratire 
disregard of the wishes and ccmtentions of tte merchants. WMhtwt any pri« 
intimation to the merchants or any discussion with the bodies repes^ttag tten, 
the Board in February, 1955, announced its intention to offer aSemative foraa of 
contract effective as from the 1st May, 1955. 

[9.] Drafts of the forms of contract offered were not made available to tise 
Association until the 8th March, 1955. Two forms of ccmtract were offers ; 
cme for a single year and the alternative for five y«rs. The terms of the 
single year contract were such that accep^nce would virtually have involved 
the merchant in commercial ^licide. As regands the ahmiative form td cootraet 
the Board arbitrarily fixed a rate which rep-esented a 10 per cent redwtioo 
on the rate paid for each of the pevious four years completdy diae^nSi^ 
the obvious and undeniable increase in costs that had taken fdace. 

[10.] The circumstances in which the alternative forms of contract were 
offered, the insecurity and uncertainty of tenure reflected by the Board's attitude, 
the absence of agreement on the terms of payment and the conations under which 
producers could change merchants and merchaMs could canvas one against the 
other, coupled with the necKsity of signing the f<Hm of agreement on p before 
the 1st May, combined to oblige individua] mcnffjers of the Association to mf«m 
the Board by covering letter when ^gning the form contract that he did so 
under protest and on the understanding that the terms of the contract would be 
reopened and be subject to negotiation betwerai &e Associatioo and the Btwd. 

[11.] A commercial agreement would, of course, be nuflifi«l if one of the 
contracting parties signed under potest ; indeed, it is scarcdy ccooeivable that 
such an pcasion w<rfd arise. The Assocktkm is quite unable to appeciate 
why its members in their contractual relations with the Bpird sbcmld be (kpived 
of the ordinary rights and freedom of action accorded by law and practice to 
a craitraoting prty. TTie Association considers that the sijuatkm created by the 
Board is not merely contrary to the public interest but wholly refnignant to it. 

[12.] Since the form of apeement was signed in the drcunatapes described, 
attempts to amend the form of apeonent in tpms acoqttable to the mtHChante 
have iffoved substantially abptive. The consequence is that the merchants 
have been oprating and continue to operate und« wnctions imposed by the 
Board which they do not accept and to which they do not sul»cribe. 




C3 



[13 1 Accordingly the Association asks that a Committee of Investigation he 
directed to investigate the position with the following terms of reference; 

{a) To review the relations between the Board and the auithorised merchants 
for the purpose of defining. 

(i) The services to be rendered iby the authorised merchants and the 
allowances to be made to them, 

(ii) The services to be rendered by merchants who are not authorised 
and the allowances to be made to them. 

(iii) The length of tenure to be given to authorised merchants in their 
employment by the Board. 

(iv) The scope of the services to be rendered by the Board in the 
coUectionj packing and grading of wool. 

(v) The conditions upon which merchants may canvass and producers can 
change from merchant to merchant. 

(b) To consider the desirability of defining a formula upon which the rate 
of remuneration payable by 'the Board to the authorised merchant shall 
be based and to make all necessary recommendations. 

(c) To consider the desirability of making an amendment in the ,&heme to 
provide for the reference to a single arbitrator for final determination of 
aU disputes between the Board and the authorised merchants and to make 
all necessary recommendations. 

[14.] I am directed to add that the Association in requesting an investigation is 
acting in full co-operation with the .Wool Federation of Scotland, which is 
addressing a similar application to the .Secretary of State for Scotland, 

Yours faithfully, 

For and on behalf of, 

The Country Wool Merchants Association. 

.(Sgd.) A. W. D. McIntyre, 
President. 



Doc. 2. 

Letter of Complaint from the Wool Federation of Scotland to 
the Secretary of State for Scotland 

Grahams, Rintoul, Hay, Bell & Co., 
Chartered Acoountaxuts, 

105, St. Vincent Street, 
Glasgow, C.2. 

11th January, 1951. 

The Seoretary of State for Scotland, 

Andrew’s House, 

Edinburgh, 1. 

Sir, 

Wool Federation of Scotland 

[1.] I have been instructed by the Wool Federation of Scotland, which repre- 
sents the majority of authi^p.^ wool merchants iii Scotland, to make an official 
ocwnplaint concerning -the ‘operation of tiie Scheme constituted by the British 
Wool Marketing Scheme (Approval) Order, 1950, and to request that a Committw 
of Investigation shall be dmected to consider such complaint. 
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the 1 increasingly aware during the last two years of 

S H-ff “ merchants and the British Wool Marketing Board 

have H to operation of the SchemI which 

thJv ^ • number and complexity. When unresolved by negotiaition, 

BoJrd is "" S! contention, aggravating the relatiLship of the 

RoSd ^ 1 ? ™®rc!i“ts or ^become subject to the unilateral decision of the 
hi enforced, and in respect of which no merchant 

nas any eiiective right of challeage or appeal. 

chams ‘^^noot be operated without the mer- 

of grade the wool. The 

type or function discharged by the wool merchant— perpetuating a very ancknt 

^ diyersity of the services rendered, the widely different geographical 
conmtions in which such services are given and the complex of trading units 
providing the services— ranging from single proprietors to partnerships and limited 
companies— It is inevitable that from time to time, legitimate disputes and 
Qilterences must arise between collective bodies representing merchants and 
the Bo^d. Yet though provision is made by Article 90 of the British Wool 
Marketing Scheme -(Approval) Order, 1950, for any producer who is aggrieved 
by My act or omission of the Board to refer the matter to the arbitration of a 
single arbiter, no like provision is made in respect of the merchant. 



[4.] The absence of arbitration machinery has, in the view of the Federation, 
directly contributed to the present accumulation of disputes and differences 
between merchants and the Board. This situation has undoubtedly caused a 
serious deterioration in the relations of the Board and the merchants. Unless 
it is arrested and in due course mitigated, the efSciency of the Scheme will be 
imperilled. 



[5.] The Federation is unable to accept that the Advisory Committee consti- 
tuted under paragraph 33 of the Order— known as the Joint Committee— is an 
effective body for the purpose of resolving disputes. The Joint Committee pro- 
vides a forum for the ventilation of differences — mainly concerned with matters of 
policy. But its functions are advisory only. Though persuasive in character, the 
recommendations of the Joint Committee do not carry any executive sanction. 
Moreover, it is the fact that on numerous occasions the Board has disregarded the 
recomnaendations of the Joint Committee and acted to a contrary intent. The 
Federation considers that the Joint Committee serves a useful purpose and does 
not suggest that its constitution should be amended. It is, however, urged that 
there does exist a wide area of potential dispute wholly beyond the power of 
the Joinit Committee to determine. 



[6.] The main, though not the only, issue in continuing dispute between the 
Board and the authorised merchants concerns the basis upon which proper 
allowances and a fair rate of payment for the services rendered by the merchants 
shall be calculated. Numerous attempts, involving protracted negotiations, have 
failed to produce an agreed formula. 

[7.] In 1953 it was agreed by the Federation at the request of the Board that 
there should ibe a Costings Inquiry with the intention that a formula should be 
defined upon which an average rate of remuneration could she based. The Inquiry 
proceeded at considerable expense but was never concluded iSecause differences 
arose {which have never been acceptably resolved) with reference to the method 
of computing three essential major items, namely ; 

(a) The amount of the commission to be allowed for agqpts (i.e. “ B ” and 
“ C ” Merchants) employed by the authorised merchants. 

(i) The remuneration to be allowed for work personally undertaken by 
proprietors and directors in connection with management, administration 
handling and trading. 

(c) The margin of profit. 

[8.] In the events that subsequently transpired, the inconclusive nature of the 
costs investigation did not deter the Board from •acting unilaterally in entire 
disregard of the wishes and contentions of the merchants. Without any prior 
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intimation to the merchants or any discussion with the hodte representing them, 
the Board in February, 1955, announced its mtention to offer alternative forms 
c£ contract effective as from the 1st May, 1955. 

f9 1 Drafts of the forms of contract offered were not made available to the 
Association until the 4th March, 1955. Two forms of contract were offered : one 
for a single year and the alternative for five years. The terms of the smgle year 
contract ■were such that acceptance would virtuaEy have uivolved the merchant 
in commercial suicide. As regards the alternative form of contract the Board 
arbitrarily fixed a rate which represented a 10 per cent, .rtduction on the rate 
paid for each of the previous four years, completely disregarding the obvious and 
undeniable increase in costs that had taken place, 

flO] The circumstances in which the alternative forms of contract were 
offered, the insecurity and uncertainty of tenure reflected by the Boards attitude, 
the absence of agreement on the terms of payment and the conditions under which 
producers could change merchants and merchants could canvass one agaiiut the 
dther coupled with the necessity of signing the form of agreement on or before 
the 1st May, combined to oblige members of the Feder^on when signing 
the form of contract to do so under protest and on the understanding mm the 
terms of the contract would ibe reopened and be subject to negotiation between 
the Fedm’ation and the Board. 



[11.1 A commercial agreement would, of course, be nullified if one of the 
c<Hitracting parties signed under protest ; ind^d it is scarcely conceivable mat 
such an occasion would arise. The Federation is quite unable to appreciate 
why its members in their contractual relations with the Board should be deprived 
of the ordinary rights and freedom of action accorded by law and practi<^ to a 
contracting party. The Federation considers that the situation created by the 
Board is not merely contrary to the public interest but .wholly repugnant to it. 

[12.] Since the form of agreement was signed in the circumstances described, 
attanpts to amend the form of agreement in terms acceptajble to the mercl^ts 
have proved substantially abortive. The consequence is that the merchants have 
been r^rating and continue to operate under sanctions imposed by the Board 
which they do not accept and to which they do not gubscribe. 



[13.] Accordin^y the Federation asks that a Committee of Investigation be 
directed to investigate the position with the following terms of reference t 

(o) To review the relations ^between the Board and the authorised merchants 
for the purpose of defining: 

(i) The services to be rendered by the authorised merchants, and the 
allowances to be made to them. 

(ii) The s^vices to be rendered by merchants who are not autiiorised ; 
and the aHowances to be made to them. 

(iii) The length of tenure to be given to authorised merchants in their 
employment by the Board. 

(iv) The scope of the services to be rendered by the Board in the 
collection, packing and grading of wool. 

(v) The c<mditions upon which merchants may canvass and producers 
can change from merchant to merchant. 

(£>) To consder the desirability of defining a formula upon which the rate 
of remuneration payable by the Board to the authorised merchant shall 
be ba^ and to make all necessary recommendations. 

(c) To consider the desirability of making an amendment in the Scheme to 
iwovide for Hhe reference to a single arbiter for final determination of 
all disputes between the Board and the authorised merchants and to 
make all necessary recommendations. 



[14.] I am directed to add that the Federation in requesting an investigation is 
acting in full co-operation with the Country Wool Merchants Association, which 
is addressing a similar application to the Minister of Agriculture. 






I am, Sir, 

Your obedient servant, 
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(Sgd.) John K. Templeton, 
Secretary. 
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Doc. 3. 



Written Representations made to the Committee on behalf of 
the British Wool Marketing Board on the Complaints 

(received under cover of letter dated ITth April, 1957) 

In the Matter of the Agricultural Marketing Acts, 1931-1949, and the 
Aomcdltu ral Marketing (Committee of Investigation) Regulations, 
1949, AND THE British Wool Marketing Scheme (Approval) Order, 1950 

and 

In Matter of Complaints made on behalf of the Wool Federation of 
Scotland to the Secretary of State for Scotland and on behalf of the 
Country Wool Merchants Association to the Minister of Agriculture. 



Representations of the British Wool Marketing Board to the Committee of 
Investigation of the above complaints 

1. The Board administers the Wool Marketing Scheme in accordance with 
the provisions of the British Wool Marketing Scheme (Approval) Order, 1950. 
The said Wool Federation of Scotland and the said Country Wool Merchants 
Association are two out of five Associations in England, Scotland and Wales 
representing agents employed by the Board for the collection and handling of 
wool purchased by the Board under the said Scheme. These agents are referred 
to in the said complaints as “ authorised merchants ”. The Board admits that 
the Wool Federation of Scotland represents a majority of the said agents in 
Scotland but does not admit that the Country Wool Merchants Association 
represents 80 per cent, of the said agents in England. 

2. The documents containing the complaints of the two Associations are 
both dated the 11th day of January, 1957, and are in substantially identical 
terms. The complaints appear to relate to the following matters: — 

(a) The alleged multiplication during the last two years of disputes and 
differences between the Board and its agents. (Paragraph 2 of the said 
documents.) 

(fi) The absence in the scheme of a provision that any agent who is aggrieved 
by any act or omission of the Board can refer the matter to a single 
arbitrator. (Paragraphs 3 and 13 (c).) 

(c) The alleged disregard by the Board on numerous occasions of the 
recommendations of the Joint Committee (Paragraph 5). 

(d) The failure despite numerous attempts to produce an agreed formula for 

toe basis upon which proper aUowance and a fair rate of payment for 
services rendered by the agents shall be calculated (Paragraph 6 and 
13 (6)). ^ ^ 

(e) The Board’s action in offering toe agents two alternative forms of contract 
in February, 1955 (Paragraphs 8 to 10). 

3. It appears to the Board that the other matters contained in the said docu- 
ments are not matters about which any complaint is made. The Board wiU not 
therefore deal with toem in these representations. It should not, however, be 
assumed toat in so far as the remainder of toe document contains statements of 
fact toat toe Board concedes toat toe facts stated are correct or in so far as it 
contains expressions of opinion -that toe Board agrees with the opinion expressed. 
The complaints set out above are dealt wto in the following paragraphs. 

4. As to (a) above, no details are given of disputes or differences which are 
alleged to have multiplied during the two years prior to January, 1957, nor is 
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there any complaint of the Board’s conduct prior to or in the course of the 
alleged disputes or differences (save for the specific matters set out in the 
remainder of the complaints which are dealt with below). The Board denies that 
in fact there have been during the two years prior to the complaints any 
multiplication of such disputes or differences either in number or complexity, 
or that the Board has in any way acted unreasonably. 

5. As to (6) above, the Board denies that it is either desirable or necessary 
to provide for an arbitrator as suggested by the complainants or that the absence 
of such an arbitrator has contributed to the alleged accumulation of disputes 
and differences or to the alleged deterioration in the relations between the 
Board and its agents. The Board denies that there has been in fact such an 
accumulation or deterioration. Further the Board submits that the insertion 
of such a clause in the Scheme would not be within the provisions of the 
Agricultural Marketing Acts. In fact there is, as appears from paragraph 12 
below, an arbitration clause covering certain disputes in an agreement between 
the Board and the five Federations representing its agents. 

6. As to (c) above, the Complainants have not specified the occasions when 
the Board disregarded the recommendations of the Joint Committee. If, as the 
Board assumes, this complaint is intended to relate to occasions when the Board 
has not acted in accordance with the recommendations of the trade members of 
the Joint Committee, the Board will submit that such occasions have not been 
numerous and not in the circumstances unreasonable in number, that on all 
such occasions the Board has had due regard to such recommendations, and that 
in deciding after due consideration not to comply with the said reoonunendations 
the Board was acting reasonably and performing its proper functions under 
the Scheme. 

7. As to (d) above, this complaint is very vague. If it be contended that the 
Board had a duty under the Scheme to produce such a formula, and had aU the 
material from which such a formula could be produced, and that such a formula 
so produced by the Board would be in the public interest and in the interest of 
aU jjersons affected by the Scheme, the Board will deny all these matters. If 
on the other hand the Complainants alle^ that they produced such a formula 
and that it was manifestly correct and in the interests of the public and all 
persons affected by the Scheme, and that the Board wrongfully failed to acc^ 
the said formula, the Board will deny all these matters. The Board submits 
that the formula proposed is quite unnecessary and undesirable. 

8. As to (e) above, the complaint relates to actions of the Board in February 
and March, 1955, that is, nearly two years before these complaints were made. 
During these two years the agents represented by the Complainants have had the 
benefit of the contracts signed by them and of amendments to those contracts 
made by the Board at the request of (inter alios) the Complainants and of the 
adjustment of price agreed by the Board under the contracts and the amend- 
ments. The Board submits that under .these circumstances this complaint should 
either be rejected out of hand by the Committee or at least approached with 
reserve. 

9. Briefly the 'festory of the events leading up to and subsequent to the 
actions complained of is as follows; — 

Between October, 1954, and February, 1955, the Board and the representa- 
tives of the agents had been endeavouring without success to reach agreement 
on the terms of the contracts between the Board and the agents for the 
period starting on the 1st May, 1955, and proposals by the Board to ipue 
contracts containing alternative terms were discussed with the Associations 
prior to February, 1955. There was general agreement that a long term 
contract was desirable both in the interests of the Board and the agents. 
The disagreement mainly concerned the rate of remuneration for the agents’ 
services. The agents’ representatives asked for a considerable increase 
over the last season’s 'rate of remuneration. The Board’s view was that 
the earlier remuneration had been too high and that there should be a 
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reduction in the future rate of remuneration. There was also a difference 
of opinion between the Board and the agents’ representatives on the inter- 
pretation, and the proper use to be made, of the figttres disclosed in the 
Inquiry into Costs. Broadly the Board’s view was that the costs disclosed 
should not be used as the sole factor in estimating the future remuneration. 
The Inquiry was at that time coming to an end and the figures disclosed in 
the samples of about 50 agents’ costs showed a wide variation of costs and 
profits and great difficulty was being experienced in agreeing on the correct 
apportionment of the agents’ costs where the agents carried on another 
business in addition to the agency for the Board. 

10. In February, 1955, the Board decided to offer the agents two contracts, 
one a five year contract at a rate of remuneration 10 per cent, less than the rate 
for the previous year, and the second a one year contract at the previous year’s 
rate. The longer term contract contained a provision for an annual review 
Oif the agents’ costs and an adjustment in the rate of remuneration if an alteration 
of costs exceeding 2^ per cent, was disclosed in the review. The reduction of 
10 per cent, was not an arbitrary figure disregarding the increase in the costs 
during the previous year. It was a figure which the Board considered to be 
fair in all the circumstances including the increase in costs. This figure was 
in fact accepted as reasonable by one of the Associations representing the agents, 
namely, the United Kingdom Co-operative Wool Federation. Details of the 
Board’s offer were made known to the Associations by letter dated the 25th 
February, 1955, and the substance of it had been previously discussed with the 
Associations. The Board admits that it expressed its intention to relax to some 
extent its practice of restricting the producers from changing from one agent 
to another and to remove the restriction against agents canvassing producers. 
If this is a matter of complaint, of which the Board is uncertain, the Board 
submit that the action was reasonable. 

11. On about the 2nd March, 1955, the Secretary of the Wool Federation 
of Scotland asked for a copy of the draft contracts. At that time the contracts 
had not been duplicated and there were only two copies, one of which was on 
the 3rd March, 1955, sent to the Secretary. The remainder of the Associations 
were sent copies of the contract on the 8th March, 1955. The drafting of the 
contracts was considered by the Board with representatives of the agents’ 
Associations and the drafting points raised by the Associations were accepted 
by ithe B-oard on or about the 14th March. On the 16th March the contraots 
were sent out to the agents. All the agents signed the five year contracts before 
the 1st May, 1955 with one exception, who signed later. AU the members 
of the Wool Federation of Scotland enclosed a form of protest in identical terms. 
Further, some of the members of the Country Wool Merchants Association 
enclosed a similar letter of protest. The Board will, with the leave of the 
Committee, refer to .the contents of these forms of protest at the hearing. The 
Board denies that there was any understanding of the type set out at the eud of 
paragraph 10 of the complaints. 

12. In fact as a result of the negotiations between the Board and the 
Associations representing the agents an agreement in writing was made between 
the Board and the said Associations dated the 31st May, 1956, providing that 
the term in the five year contract providing for an annual review of costs 
should ‘be amended. The effect of the amendment was that if on the review 
it was found that there had been an alteration in costs exceeding 2i per cent, 
during the current year not only was the remuneration for the next year to be 
adjusted .but also the remuneration for the current year. Also the average cost 
of the agents’ services per pound of wool at the 1st May, 1955, and also the 
considerations to be applied in determining whether any change in costs has 
taken place were agreed for purposes of that agreement. Further there was 
in that agreement an arbitration clause which would be invoked by the Board 
or the Associations in the case of a dispute. Subsequent to that agreement all 
the five year contracts were amended. As a result of that agreement an alteration 
in cost was found to exist during the year 1955-56 and the remuneration for 
that year was increased .by 7 per cent, with the result tl^ the decrease in 
remuneration for that year compared with the previous year was only 34 per cent. 
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13. Turning to the proposed terms of reference of the Committee set out at 
the end of the complaints, the Board submits that'~the documents disclo^ no 
complaint as to t^ services to be rendered by the agents referred to in (a) (i) 
or as to any of the matters referred to in i(a) (ii), (iii), (iv) and (v). 

14. The Board submits that the documents containing the complaints do 
not establish that any provision of the Scheme or any act or omission of the 
Board is contrary to the interests of any (persons affected by the Scheme or not 
in the ptibBc interest. 



Doc. 4. 

Written Representations made to the Committee on behalf of 
the Country Wool Merchants Association and the Wool 
Federation of Scotland in the Complaints 

Cereal House, 

(Mark Lane, 

London, E.C.3. 
\lth April, 1957. 

The Secretary, 

Committee of Investigation for Great Britain, 

Whitehall Place, 

London, S.W.l. 

Dear Sir, 

Re : Wool Marketing Board Committee of Investigation 

Further to your letters of the 20th March addressed in identical terms to the 
Country Wool Merchants Association and the Wool Federation of Scotland 
announcing the reference to the Committee of Investigation of the complaints 
made by the Association and the Federation relating to the operation of the 
British Wool Marketing Scheme, we have to inform you that we have received 
instructions to act on behalf of the Association and as London Agents for 
Messrs. McGrigor, Donald & Co., the Solicitors for the Federation. 

It occurs <to us that as the substance of the complaints on behalf of both 
organisations is broadly the same it would be more convenient for their case 
to be presented jointly. Unless therefore the Chairman of the Committee gives 
directions to the contrary, we shall proceed on the basis that repr^entations, 
evidence, documents and submissions will be tendered jointly. 

The following representations are made on behalf of our clients on the 
matters identified in the terms of reference suggested in the complaints : 

(a) <i) That the services to be rendered iby an “ A ” Merchant shall be as 
follows : 

<1) Not knowingly to buy or handle on his own behalf any 
wool produced in the United Kingdom except 

(a) wool produced by a producer who is exempt from registration, 
{b) wool which has been owned and sold by the Board, and 
(c) skin wool. 

(2) To collect as the Board’s Agent such producers’ wool as the 
Board shall from time to time instruct or authorise him to collect 
and to acknowledge immediately to each producer the receipt of 
his wool, stating the number of containers received and not to 
collet or accept any other producers’ wool. 
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(3) To provide suitable and adequate warehouse premises and 
accommodaition and all necessary labour and appliances, including 
accurate scales, for the running of a warehoiise and for valuing, 
grading, packing, inspecting, sampling, storing and forwarding the 
producers’ wool. 

(4) To keep proper books and to make accurate returns to the 
Board and to comply with all reasonable instructions of the Board 
relating to the keeping of books and the making of returns. 

(5) To allow ofidcials appointed by the Board at any time to 
inspect his premises, stocks, books, invoice files and other documents 
all of which foregoing relate to producers’ wool. 

(6) To supply to the producers at their farms or nearest station 
or pier, sheets, bags, or bales, strings and advice of despatch forms 
•for the proper packing and despatching of the producers’ wool 
from the farms. 

i(7) To pay and bear inwards carriage (if any) on producers’ 
wool delivered in accordance with instructions issued by the Board 
to producers. 

(8) To value (or in Scotland to permit the valuation of) all 
producers’ wool as soon as practicable after it is received, in 
accordance with the Maximum Price Schedule published by the 
Board for the current season, and forthwith to notify the producer 
concerned of the result of such valuation. 

(9) To pay direct to producers (or as they shall direct) on behalf 
of the Board a sum in accordance with the Valuation of their 
wool or, if notice of appeal against such valuation shall be given> 
then in accordance with the decision of the Valuation Appeal 
Tribunal. 

(10) To make the payments aforesaid promptly. 

(11) To store the producers’ wool if |SO required until the 30th 
April following the date of delivery. 

(12) To take every reasonable precaution to protect the pro- 
ducers’ wool against loss, damage or deterioration. 

(13) To keep all producers’ wool separate and apart from any 
other wool in such a way as to avoid any possibility of (a) the 
mingling of producers’ wool with any wool belonging to the Agent 
or others or ib) any mistake in the identity of the separate wools. 

((14) To grade properly to the standards required by the Board 
all wool which the Board require to be graded. 

(15) To de^atch sample bales as instructed by the Board and 
to accept full responsibility for all sample bales of graded wool 
correctly representing the bulk. 

(16) To give delivery to purchasers iu accordance with delivery 
orders issued to him by the Board or by the Board’s appointed 
selling agents. 

(17) To accept responsibility for aU short weights and errors 
(appearing in his accounts as an Agent of the Board in respect of 
which he is unable to give an explanation satisfactory to the Board. 

Further that, in computing the rates of remuneration payable to authorised 
merchants, allowance should be made, not only for the following items, 
which have been agreed by the Board namely: — 

(A) Warehouse wages and bonuses. 

(B) 'Graders wages and .bonuses. 

(C) Skewers and Twine. 

(D) Warehouse expenses, including Rent, Raies and N.A.V. and 
building repairs. 
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(B) Plant. 

(F^ Outside storage. 

(G) OfBce expenses. 

(H) Carriage — ^public. 

(I) Carriage — ^own transport. 

(J) Travelling — public. 

(K) Travelling — own transport 

(L) Clerical salaries and bonuses 

(M) Administration and Managerial salaries and bonuses 

(N) Audit, Insurance and other expenses 

(O) Interest on finance 

(P) Cost of sheets, bales, bags, etc., 
but also the following items ; 

(Q) Full payment of all commissions properly paid to sub agents 
employed by “ A ” merchants 

(R) Work personally undertaken by proprietors and Directors in 
connection with administration, handling and grading, and 

(S) A fair and reasonable profit 

(ii) That the services to be rendered by merchants or agents who are 
not authorised merchants shall be such services as the authorised 
merchant reasonably requires to be performed and that payment for 
such services at customary rates by the authorised merchant shall be 
included in calculating the rate of remuneration payable to the 
authorised merchant by the Board, .provided that the authorised 
merchant in employing merchants or agents not authorised shall 
not do so without first obtaining .the undertaking of such merchant or 
agent not knowingly to buy or handle either on his .own account 
or on behalf of any authorised agent any wool he is not permitted 
to buy or handle and to observe such of "the obhgations as may 
contractually be owed by the authorised merchant to the Board 
in relation to the particular service to be rendered. 

(iii) That reasonable security of tenure be granted to authorised 
merchants by securing so far as may be practicable that the dura- 
tion of contracts between such merchants and the Board shaU coincide 
with the statutory hfe of the Board subject to due .performance of 
the contract of employment and to provision for the sooner deter- 
mination of such contract by or on behalf of either .party thereto 
upon due notice. 

(iv) That the scope of services to be rendered by the Board in the 
collection packing and grading of wool should be confined to an 
experimental unit constituted or maintained solely for non- 
commercial purposes. 

(v) That .there should be no canvassing which is regarded as wholly 
incompatible with an-efficient relationship between producer and mer- 
chant, and merchant and the Board, and further that a change of 
merchant should only be made upon written apphcation by a producer 
settmg out the reasons for desiring to change, a copy of such applica- 
tion to be communicated to both merchants concerned. .In cases of 
dispute eifher the producer or the merchants should have power to 
refer .the application to an independent .tribunal similar in character 
to the tribunal operating during war ftime control. 

Cb) That a formula shall be defined upon which the rate of remuneration pay- 
able by the Board to the authorised merchant shall be based. It is envisaged 
that such a.*formuIa would limit negotiations between the Board and the 
representatives of the merchants to the calculation of figures and limit if 
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•not exclude disputes or differences arising concerning the basis upon which 
the reinuneration is to be calculated. Accountants acting on behalf of the 
Association and the Federation are engaged in drafting a formula for 
consideration by the Committee. 

(c) That an amendment should be made to the scheme to provide for the 
reference to a single arbitrator of all disputes between the authorised 
•mercliants and the Board. The need for such an amendment is regarded 
as overwhelmingly self evident. 

Our clients have sought our advice on the siteps to be taken to present the 
evidence and contentions in support of the representations they now make. It 
is, we think, clear that the matters in issue cannot be dealt with effectively in 
written submissions. Moreover, it will surely be ithe wish of the Board that 
testimony on behalf of the Complainants should be questioned and investi- 
gated. In the circumstances it is assumed that the Chairman of the Committee 
will direct that oral evidence shall be given. 

We intend to brief Counsel to conduct the matter on behalf of our clients 
and, subject to any directions given by the Chairman, propose to ask Counsel in 
due course to advise on the documents to be used. In order that all relevant 
documents shall be included and that bundles shall, for everyone’s convenience, 
be paged and agreed, we suggest thait we should approach the Board (or its 
advisers) for its co-operation. 

A copy of this letter is being sent to the Board and we assume that we shall 
later receive a copy of any reply made by the Board. 

Yours faithfully, 

C G. METSON & CO. 

Doc. 5. 

Further Particulars of the complaints dated llth January, 
1957, which were requested of the complainants on 
behalf of the British Wool Marketing Board 
on 24th May, 1957. 

Under Paragraph 2 

Particulars of “ the disputes and differences ” referred to, stating the date 
when each said dispute or difference arose and its nature, and further stating which 
of the said disputes or differences remained a matter of contention and which 
were subject to unilateral action by the Board, giving the date of the Board’s 
action •or actions, and specifying the said action or actions, and stating whether 
complaint is made about the said action or actions and if so, specifying the nature 
of the said complainj. 

Under Paragraph 5 

Particulars of the occasions when it is alleged that the Board has disregarded 
the recommendations of the Joint Committee and acted to a contrary intent, identi- 
fying both the said Tecommendation and the action or actions of the Board 
referred to and stating whether the said actions are matters about ■which com- 
plaints are made, and, it so, specifying the nature of the complaints. 

Under Paragraph 6 

Particulars of the said attempts to produce an agreed formula and the said 
negotiations involved, identifying both the said attempts and the said negotiations 
and stating whether complaint is made of any act or omission of the Board 
during the said attempts and/or negotiations and, if so, specifying the said acts 
or omissions and the nature of ithe said complaint. 

Under Paragraph 9 

Particulars of the said increase in costs relied on, stating the period during 
which the said increase took place and 'the amomt of the said increase. 
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Under Paragraph JO 
{a) Particulars of — 

(1) The circumstances in which it is alleged that the alternative form of 
contracts were offered. 

(2) The alleged attitude of the Board stating what acts or omissions (if any) 
of the Board are relied on, and specifying the said acts or omissions and 
stating the nature of the complaint (if any^ 

{b) Particulars of the alleged understanding on which the meinbers signed, 
bating any matter on which it is relied in support of the allegation that the 
said members signed on the said understanding and whether it is alleged that 
the said members communicated the alleged understanding to the Board and, if 
so, whether the oommunication was oral or in writing, If oral, identifying the 
occasion or occasions and if in writing identifying the document or documents. 

Under Paragraph 12 

Particulars of the attempts to amend the agreement which have proved sub- 
stantially abortive stating when the said attempts were made and whether com- 
plaints are made about any act or omission of the Board in relation to the 
said attempts and, if so, giving particulars of the said acts or omissions and specify- 
ing the nature of the said complaints. 

Under Paragraph 13 (c) 

Particulars of the amendment required by the compiainants, setting out the 
tenns thereof. 



Doc. 6. 



Letter on behalf of the complainants enclosing Proposed 
Formula on which to base Merchants’ Remuneration 



Tbe Secretary, 

CtHnmittee of Investigation for Great Briitain, 

Whitehall Place, 

London, S.W.l. 

Dear Madam, 

We have to acknowledge your letter of 19th June. 

With regard to the second paragraph, we hope shortly to supply ,to the British 
Wool Marketing Board further and better particulars of the disputes and differences 
referred to in our origmal letter of complaint together with fuller particulars of 
the other allegations made. When iwe do so, we shad supply you with a copy 
which we hope will be sufficient to clarify the matters in issue. 

TTie draft formula which has been prepared by accountants acting on behalf 
of the Association and Federation is now available and a copy is enclosed for 
the consideration of .the Committee. 

In due course the documents to be used .by our clients and the Board will be 
agreed as between ourselves and the Board’s solicitors and copies wUl be forwarded 
to the Committee. 

to hear oral evidence on the 19th and 

Yours faithfully, 

(Sgd.) C. G. .Metson & Co. 



It is noted that the Committee will sit 
20th September next. 
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Enclosure to Document 6 
Propped Formula upon which; Remuneration Payable by the British Wool 
Marketing Board to the Authorised Merchants shall be based as 
SUBMITTED BY THE COUNTRY WoOL MERCHANTS ASSOCIATION AND THE WOOL 

Federation of Scotland 

{d) In computing the rates of remuneration payable to Authorised Merchants, 
tneir costs of operation and other due allowances, as specified below, shall be 
taken mto account in accordance with the bases telow set forth. Tlie amount 
to be brought mto account shall be in respect of each item the whole amount 
in connection with work performed on behalf of the Board ; that is to say, in 
me case of Merchants working solely for the Board, the whole amount for each 
Item, and in the case of Merchants engaged in other activities besides work 
performed for the Board, the whole amount for each item subject to reduction 
by an appropriate proportion in resi>ect of such other activities. 

ib) The computation of each item shall be in accordance with the following 
bases: — 



Item 

(A) Warehouse Wages and Bonuses 

(B) Graders Wages and Bonuses 

(C) Skewers and Twine 

(D) Warehouse Expenses including Rent, 

Rates and N.A.V, and Building 
Repairs 

(E) Plant 

(F) Outside Storage 

(G) Office Expenses 

(H) Carriage — public 

(I) „ — own transport 

(J) Travelling — ^public 

(K) „ — own transport 

(L) Clerical Salaries and Bonuses 

(M) Administration and Managerial 

Salaries and Bonuses 

(N) Audit, Insurance and other expenses 

(O) Interest on finance 

(P) Cost of Sheets, Bales, Bags, etc. 

(<^ Agents’ Commission 



(R) Proprietors’ Remuneration . . . 



(S) Profit Allowance 



Basis 



In accordance with the basis used in the 
1954-5 Cost Survey which resulted 
,. > in agreement of Items I, 2 and 4-19 
inclusive in the 1st Schedule of the 
Cost Changes Agreement. 



. . . Two-thirds of the Commission revealed 
by the Costing Investigation and paid 
to “ B ” and “ C ” Merchants em- 
ployed by the Authorised Merchants. 

... Remuneration to be allowed for work 
personally undertaken by proprietors 
and directors in connection with 
management, administration, hand- 
ling and grading of three-ei^ths of 
one peimy per lb. 

. . . Six-tenths of one penny per lb. to cover 
in particular: — 

(i) Merchants appraisement risk. 

(ii) Interest on Capital employed, 
other than financing the pur- 
chase of Wool on behalf of the 
Board and use of owned pro- 
perty. 

(iii) Profit on grading. 

(iv) Profit on hire of sheets and 
storage. 

(v) Reward for specialised know- 
ledge acquired by Merchants 
over a long number of years 
prior to the inception of the 
Marketing Board. 
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(c) Items <A) to {R) shall be assessed annually in. respect of^changes in their 
levels in accordance with the provisions of the Contract goveminig changes of 
costs as executed in May, 1956, and Item (S) in accordance with the movement 
of the Index of Retail Prices. 

(d) The total of {b) as adjiisted under (c) shall represent the average global 
fee payable by the Board to Merchants. 

(c) The charges for supplementary services rendered by Merchants (e.g. 
Storage, etc.) as agreed from time to time shall continue to be in addition to 
the general fees payable under <d). 

if) This formula shall apply during the term of the five-year contracts executed 
in 1955, and thereafiter as long as circumstances d^and no change in the bases 
of computation. Should, however, a further cost survey in the future be carried 
out, the bases to be used for ascertainment of items covered by that survey shall 
be as above, or if so agreed between the Board, and the Federation, shall be 
revised, subject to the proviso that should dispute arise over the definition or 
interpretation of any basis, such dispute shall be referred to an independent arbiter. 



Doc. 7. 



Reply on behalf of the complainants to the further particulars 
requested on 24th May, 1957 , on behalf of the 
British Wool Marketing Board. 

Messrs. Ellis & Fairbaira, 

Giggs Hill Green, 

Thames Ditton, 

Surrey. 



ISth July, 1957. 



Dear Sirs, 

Committee of Investigation. Country Wool Merchants Association and the 
Wool Federation of Scotland v. British Wool Marketing Board 

Further to your letter of the 24th May, the following further particulars 
of the complaints axe given. 

Under paragraph 2.’ The following disputes and differences are referred to: 
{a) Two tier contract. The firsit definite statement that a two tier contract 
was contemplated by the Board was made on the 16th February, 1955, at a 
meeting between ithe Board and representatives of all Merchants Federations. 
At_ the request of the Board, the Federations considered such proposals, and 
objections were raised by the Co-ordinaiting Secretary of F^erations on 
the 24th February, 1955, by letter and telephone. Notwithstanding this, 
the Board by letter dated 25th February, 1955, addressed to the Secretaries 
of all Federations offered : 

(i) A one year contract at the rate previously paid to the Complainants. 

(ii) A five year contract at the above rate less 10 per cent. 

In addition the Board then announced that producers would be free to 
choose the merchant whom they wish to handle itheir clip, subject (inter 
alia) to the following condition : 

No producer may change to a merchant receiving a higher remuneration 
rate unless under exceptional circumstances.” 
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Such condition was not included in the proposals made by the Chairman 
of the Board on the 16th February, 1955. Further, in March, 1955, when 
forms of contract were issued to merchants, there was also issued a memoran-' 
dum “ Explanation of alternative forms of contract The memorandum 
indicated ithat the Board wished to develop thear future system on merchants 
who took up a five year contract. The Board’s action in dispatching their 
said letter of the 25th February, 1955, before the objections and observations 
of the Merchants Federations had been considered, was unilateral, and the 
introduction in the one year contract of the condition in regard to the change 
of a producer to a merchant receiving the hi^er remuneration rate was 
likewise unilateral. 

(b) Change of merchant. Such dispute arose on 'the 22nd September, 1954, 
after the issue of “ Proposals for remuneration of merchants ” issued by the 
Board on that date, to Merchants Federations which included the following 
statement : “ In the light of the current trend of less control over the 
individual, the Board would in any case need to consider giving producers 
more freedom an their choice of merchants. The Costs Survey Committee 
have also considered the desirability of using a greater degree of freedom 
of choice ito assist the Board in channelling wool more economically. A 
greater degree of freedom of choice is in these proposals to provide the 
stimulus which will activate competition between merchants.” Similarly in 
“ Proposals f.or remuneration of merchants (2) ” issued by the Board on the 
6th December, 1954, it was stated; — 

“ (5) A producer should be free to choose 

(i) A merchant in the same category as his present one. 

(ii) A merchant in a higher category. 

Unless under exceptional circumstances, no producer could change to a 
merchant in a lower category 

(6) producers would be able to obtain the names of those merchants 
to whom they would be free to change.” 

The merchants’ representatives objected to the proposal contained in the “ Pro- 
posals for Remuneration of Merchants ” issued on the 22nd September, 1954, 
at a meeting between representatives of Merchants Federations and the 
Board held on the 12th October, 1954, and again at a similar meeting on 
the 16th February, 1955. The decision of the Board in regard to change of 
merchant became subject ito unilateral action .by the Board on the 25th 
February, 1955, when in tiieir said letters addressed to the secretaries of all 
Merchants Federations, the Board confirmed that wool producers would be 
free to choose the merchant whom they wished to handle their clips, subject 
to certain limitaitions. 

Furthermore the Board, in its “ Explanation of alternative forms of con- 
tract” sent to all merchants in March, 1955, stated that the Board had 
decided that producers' should be free to change their merchant as from 
1956, again subject to certain limitations. 

(c) Canvassing, Such dispute arose on the 22nd September, 1954, when 
the said “ Proposals for remuneration of merchants ” were issued by the 
Board to aU Merchants Federations, in which it was stated that another 
major change which would be involved would be freedom of merchants to 
canvass. The merchants’ representatives objected to these proposals on the 
12th October, 1954, at a meeting between the Board and the said merchants’ 
representatives. On the 6th December, 1954, fthe Board issued the said 
“ P'roposals for Remuneration of Merchants <2) ” in which was included the 
statement “ Restrictions on canvassing would have to be exercised.” On the 
16th February, 1955, the merchants’ representatives again repeated their objec- 
tion to the original proposal to permit canvassing. The proposal became 
subject to the unilateral action of the Board when 'their said letters of the 
25th February, 1955, were written to the Secretaries of the Merchants Federa- 
tions in which the Board stated that although the Board would wish the 
canvassing activities of merchants to be restricted to 'som© extent, it had 
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been decided that no practicable measures could be taken and that merchants 
should therefore be free to canvass producers clips. 

Furthermore in the said “ Explanation of alternative forms of contract ” 
issued to merchants in March, 1955, the Board stated that canvassing of 
producers dips was to be allowed as from the 1st May, 1955. 

(d) Handling by the Board. On the 23rd February, 1955, the Board’s repre- 
sentative announced to the Joint Commititee that the Board proposed to take 
over a merchant’s business at Oak Mills as an experimental handling unit 

The trade representatives on the said Joint Commititee were unanimously 
opposed to the suggested taking over of the unit at Oak Mills, and the 
Chairman promised to endeavour to report such views to the Board. The 
Secretary of the Wool Federation of Scotland wrote on the IQth March, 1955, 
objecting to this proposal on behalf of his Federation and correspondence 
ensued. Despite such objections and after the date of such correspondence, 
the Board took over the unit at Oak Mills, and has since run the same. 

(c) Costing. The Board by letters dated 25th April, 1953, addressed to 
all Merchants Federations, referred to a meeting which had taken place 
between Merchants Federations and the Board on the 22nd April, 1953, 
in the following terms: “AH Merchants Federations agreed that a Cost 
Investigation was necessary in order to establish a fair rate for the job.” 
Before the said ocwt survey was completed the Board issued the said 
“ Proposals for Remuneration of Merchants ” dated the 22nd September, 1956 
[1954], and in such proposals stated that the cost material could not form 
an exclusive basis for fixing merchants remuneration. 

On the 2nd December, 1954, the Board wrote to the secretaries of all 
Merchants Federations defining its aims and objects in the cost survey and 
stated that when the average cost figure had ib^n calculated in accordance 
with 'the steps set out lin 'their said letter, negotiati'ons to fix an average 
remtmeratkm rate roight commeince. “ This would take the fo-rm of mutual 
assessment of the various items which would be includ^ in the margin above 
average cost On the 6th December, 1954, in the said document “ Proposals 
for Remimeration of Merchants (2)” issued by the Board to Merchants 
Federations, the Board stated that the cost survey results should be used as 
a base for the negotiation of an average remuneration rate. 

The Chairman of the Board, an his opening remarks at a meeting with 
representatives of Federations on ithe 19th Jan-uary, 1955, stated that it was 
nece^ary to form a ooinposite picture of -the cost survey results from which 
•the Board irught determine its policy. First the Bc^d must decide whether 
it was reasonable to base future remuneration on Hie av^age cost as returned, 
plus an element of. iprofit The Cost Survey Committee in the light of these 
ctrcumstan'ces had concluded that : 

(u) Under the pf'Csent system of remuneration, there was inadequate 
incentive to economic^ hancfling. 

(b) The foresent rates of remuneration condonied the payment of unnecessary 
costs. 

(c) The Survey figures iUushated that the present system was unduly 
costly and that adjustments were necessary. 

Such a statement was unilateral in that the Chairman stated that the 
Cost Survey Cc«nmittee had reached oeartain conclusions, althou^ the repre- 
sentatives of die Federations had had no discussions on such conclusions with 
the Cost Survey Committee of the Board or 'the Board’s own representatives. 

The Chairman of the Board further stated at the said meeting on the 
19th January, 1955, that the Board had itherefore prepared and approved the 
modified system of remuneration (already circulated) which it was felt would 
provide a positive incentive to efficd-ancy. It was not however until the 
llth February, 1955, that 'the Board issued to the accountants to the Com- 
plainants, a qualified result of the cost survey. At 'the meeting on the 
16th February, 1955, between the Board and representatives 'of the Merchants 
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Federations, the Chairman of the Board reported at some ieaigth on the 
Board’s assessment 'Of the Costs and Profits margins. The representatives of 
the Merchants Federations strongly objected to the said assessments as i^e 
purpose of the said meeting was to agree costs and to settie outstanding 
differences and further to agree upcffi the profit margin, from which an 
average global fee could be agreed. No opportunity was however given for 
such agreement, the Chairman merely presented the figures in his introductory 
notes and such figures were immediately disputed by the Federations’ repre- 
sentatives. The result of the meeting was thait the Board ignored the resitits 
of the Cost Survey and presented their uniiaterai dedsion as to remuneration 
as set out in 'their letter of the 25th Februa:^, 1955, addressed to the seoretaries 
of lali Merchants F^erations. The only items sM in disput© arising out of 
the Cost Survey so far as the Complainants axe concerned are : 

(i) An allowance for work personally done by Directors and Proprietors 
in connection with management, adrninistration. handling and grading 
of wool. 

(ii) An allowance for work done by agents. 

(iii) Profit margins. 

Under paragraph 5. The Board has disregarded the recommendations of the 
Joint Committee on the following occasions and complaint is made O'f the said 
action of the Board in so disregarding the recommendations. 

(a) At a meeting held on tiie 27[th October, 1954, it was the general 
consensus of opinion that remuneration proposals should be postpon^ until 
after the completion of the Cost Survey. No resolution was passed but 
notwithstanding the opinion of the Committee, remuneration proposals were 
put forward before completion of tiie said cost survey. 

{h) At a meeting held on the 23rd .February, 1955, the Joint Committee 
recommended the rejection of the proposal of the Board to set up a handling 
unit at Oak Mills; notwithstandang such recommendation the Board took 
over such handling unit. 

(c) On the 22nd February, 1956, the Joint Committee passed the following 
resolution by a majority of 7 votes to 1. 

“To recommend the Board to disaillow change of Merchant without 
justifiable reason, and to withdraw .tliedr approval of canvassing.” 
Notwithstanding such resolutd-on the Board has allowed both change of 
merchant and canvassing of producers clip by merchants. 

Under pc^agraph 6. Attempts to produce a- formula for a method of calculat- 
ing a proper allowance and a fair rate of payment by .the Board on the 
foUowing occasions: — 

{d) At a meeting between the Accountants -of the Complainants and other 
Federations with the representatives of the Board held m Bradford on the 
1 2th November, 1954. 

(b) At a meeting between represenifcatives of Merchants Federations and the 
Board’s Costs Survey Committee on 'the 19th Janiiaiy, 1955. 

<c) At a meeting ;between the iBoard’s representatives and Accountants of the 
Complainants land other Federations on the 31st January, 1955. 
id) At a meeting between the Board and representatives of Merchants 
Federations on the 16th February, 1955.. ‘ 

The Accountants at the meeting on the 31st January, 1955, attempted to raise 
the questi'on of profit margins, but the Board by its representatives declined to 
discuss prc^t margins, stating that this question was one for decision between 
the Board and the Federations. On the 16th February, 1955, the Chairman of 
the Board in his “ Introductoiry Notes on Remuneration Negotiations “ set out 
the Board’s figures prepared to ^ow costs and profits margins, but such figures 
were then disputed by the Complainants. 

The representatives of the Country Wool Merchants Association raised the 
question of profit margin at their meeting with the Board on the 21st December, 
1955, but no progress was made. 
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Under paragraph 9. The Assodatioa fwill rely on ttie ^erai rise in the rertail 
price index m die year 1951 to the year 1955. The rise in the index of salaries 
and wages and general fall m the value of pound sterling. 

Under paragraph 10. 

ia) 1 & 2. The Complainants repeat the facts set out under the suib-heading 
“ Two tier contract ” undik' paragraph 2 abow. In addition, the form of cjontract 
referred to in the said letter of the 25th February, 1955, only came into the hands 
of the Chairman of Country Wboil 'Merchants Association on the 8th March, 
1955, thus leaving insufficient time for the consideration of the terms of the 
oontract. In addition the secretary of the Board stated, during a conversation 
with the Solicitors to the Country Wool Merchants Association on the 11th March, 
1955, that the contract would be sent out on the 15th day of March, 1955, and 
any representations as to the form of contract must be made before then. 
Consequently a meeting tpook place between the Solicitors to the Country Wool 
Merchants Association and the Solicitor to the Board at the latter’s private house 
at which certain modifications not the subject of this complaint were made to 
the form of contract. The secretary to the Country Wool Merchants Association 
and the Solicitor to the Country Wool Merchants Association both on the 
11th March, 1955, wrote to the Secretary of the Board protesting against the 
terms of the 5-year contract and the secretary to the Country Wool Merchants 
Association further asked the Board to receive a depuitaltion 'thereon. 

(h) Certain merchants, members of the Country Wool Merchants Association, 
enclosed a letter with the contract signed by them (giving their reasons for 
rejecting the one-year contract, but stating that the conitradt signed by them was 
signed under protest and that it was their understanding that the Country Wool 
Merchants Association had written to the Board asking for the re-opening of 
negotiations. The Complainants will refer to such letters at the hearing before 
the Committee of Investigation and request the Board to produce such letters as 
have been received by them. 

The Secretary of the Wool Federation of Scotland, on behalf of all its 
members who signed the Contract of Agency, wrote to the Board on the 
26th March, 1955, informing the Board that the contracts had been signed under 
the strongest possible protest and set out in detail the specific matters of protest. 

Under paragraph 12. The Complainants will rely on the particulars given 
above and also on the results of the meeting between the Country Wool Merchants 
Association on the 20th July, 1955, at which a memorandum was presented, and 
to the Board’s reply of the 10th August, 1955, and the Country Wool Merchants 
Association’s reply thereto of the 18th October, 1955. 

Attempts to amend the agreement were also made by the Wool Federation 
of Scotland at their meeting with 'the Board on Ithe 27th July, 1955, at which a 
memorandum w^ also presented and the Board replied .to such a memorandum 
on 'the 18th August, 1955, to which a reply by the Wool Federation of Scotland 
was made on the 18th October. Further aittempts were made at 'the meeting 
between the Board and the Country Wool Merchants Association on the 
21st December, 1955. 

Under paragraph 13 (c). The following amendment is required .to the scheme: 

“ Any merchant who is aggrieved by an act or omission of the Board 
may refer the maitter to the arbitration of a single arbitrator to be agreed 
upon between the merchant and the Board or in default of agreement to 
be nominated by the Minister on the application of cither party and the 
arbitrator may make such order in the matter as he thinks just. 

The Arbitrahon Act^ 1950, or any statutory amendment thereof shall 
apply to every arbitration consequent 'On a reference under this paragraph.” 

Yours faithfully, 

C. G. Metson &. Co. 
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Doc. 8. 



Request on behalf of the complainants for further and 
better particulars of the representations of the 
British Wool Marketing Board 

In the Matter of the Agricultural Marketing Acts, 1931-1949, and the 
Agricultural Marketing (Committee of Investigation) Regulations, 
1949, AND the British Wool Marketing Scheme (Approval) Order, 1950, 

— and — ■ 

In the Matter of Complaints made on behalf of the Country Wool Merchants 
Association to the Minister of Agriculture and on behalf of the Wool 
Federation of Scotland to the Secretary of State for Scotland. 



Request on behalf of the Association and Federation for 
further and better Parttculars of the Representations of the 
British Wool Marketing Board 



Under Paragraph 5 

Of the allegation that there is an arbitration clause covering certain disputes 
in an agreement between the Board and the five Federations representing its 
agents specifying precisely what agreement was made between the Board and 
what five Federations identifying its full terms and all material documents. 

Under Paragraph 6 

Of the allegation that if as the Board assumes the complaint is intended to 
relate to 'Occasions when the Board has not acted in accordance with the recom- 
mendations of the trade members of the Joint Commtttee such occasions have 
not been numerous and not in the circumstances unreasonable specifying 
precisely : 

(a) The occasions when the Board has not acted in accordance with the 
rec-ommendations of the trade members of the Joinit Committee. 

(i) Whether any distinction is drawn between recommendations by the Joint 
Committee, and by some and if so which of its members. 

(c) The facts and circumstances relied upon to show that the Board was 
adting reasonably in not complying with, such recommendations. 

Under Paragraph 8 

Of the allegation that the Complainants had the benefit of the contracts 
signed by them and of amendments to those contracts made by the Board at the 
requestt of (inter alios) the Complainants specifying precisely : 

(a) What is intended to be conveyed by the words “ the Complainants have 
had the benefit of the contracts signed by them ”. 

(b) What amendments are referred to. 

(c) What is meant by the words “ amendments made by the Board alt the 
request of (inter alios) the Complainants ” particularising what other parties 
requested amendments to the contracts to which the Complainants were 
parties. 

Under Paragraph 9 

(i) Of the allegation that the proposals by the Board to issue contracts con- 
tain^ alternative terms were discussed with the Associations prior to February, 
1955, specifying precisely when and with whom such discussions took place and 
identifying all material documents. 
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(ii) Of the allegation that there was general agreement that a long term 
contract was desirable both in the interests of the Board and the agents specifying 
precisely: 

(а) What is meant by the phrase “ general agreement 

(i) When was such agreement made and by whom on behalf of the Com- 
plainants. 

(iii) Of the allegation that the Board’s view was that the costs disclosed shoulti 
not be used as the sole factor in estimating the future remuneration specifying 
precisely what other factor or factors should be used in estimating the future 
remuneration. 

Under Paragraph 11 

(i) Of the allegation that the drafting of the contracts was considered by ttie 
Board with representatives of the agents’ Associations and the drafting points 
raised by the Associations were accepted by the Board on or about the Idftii 
March, 1955, specifying precisely ; 

ifi) What drafting points were raised. 

(б) When and by whom on behalf of the Complainants were such drafting 
points raised identifying all material documents. 

(c) Whether the drafting points were accepted by .the Board on or about tiie 
14th March orally or in writing, if in writing identifying the documents : 
if orally, to whom communicated on behalf of the Complainants. 

(ii) Of the allegation that some of the members of the Country Wool 
Merchants Association enclosed a letter of protest identifying all such letters of 
protest and furnishing copies thereof. 

Delivered this 25th day of July, 1957, b>y 
C. G. Metson & Co., Solicitors for tiie 
Country Wool Merchants Association and ttie 
Wool Federation ctf Scotland. 



Doc. 9. 

Reply on behalf of the British Wool Marketing Board to the 
complainants’ request of 25th July, 1957 (document 8 ) 

In the Matter of the Agricultural Marketing Acts, 1931-1949, and the 
Agricultural Marketing (Committee of Investigation) Regulattons, 
1949, AND THE British Wool Marketing Scheme (Approval) Order, 1950 
— and — 

In THE Matter of Complaints made on ibehalf of the Country Wool Merchants 
Association to the Minister of Agriculture and on behalf of the Wool 
Federation of Scotland -to the Secretary of State for Scotland. 

Further Particulars of the Board’s REPRESENTAiiONS Delivered PuRsuAi>nr 
TO THE Request Dated the 25th Day of July, 1957. 

Under Paragraph 5 

An arbitration clause is contained in clause 8 of an agreement in writing 
dated the 31st day of May, 1956, and made betw^n '(1) The British Wool 
Marketing Board and (2) The British Wool Federation, The Wool Federation 
of Scotland, the Country Wool Merchants Association, The Welsh Country 
Wool Merchants Association, and the United ICingdom Co-operative Wool 
Federation. 

The above-named Associations are the five Federations referred to^ in para- 
graph 5 of the said Representations and are hereinafter referred to as “ Uie fivo 
Federations 
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Under Paragraph 6 

(a) The only occasions on which the Board admits that it disregarded the 
recommendations of Trad© Members of the Joint Committee are as follows;— 

(1) The recommendation dated the 23rd February, 1955, referred to in the 
Complainants Further Particulars dated the 25th July, 1957, under para- 
graph 5 (i). 

(2) The recommendation referred to under paragraph 5 (c) of the said Further 
Particulars which recommendation was made on the 23rd May, 1956. 

The Board only admits that it disregarded the above recommendation to 
the extent set out in (c) below. 

(b) The Joint Committee set up under paragraph 33 (1) of the Scheme 
consists of 14 members, 6 of whom are members of the Board and the remainder 
represent the Wool Trade. When a question is considered by the Joint Com- 
mittee and a vote is taken on that question, the practice is that the members 
of the Board on the Joint Committee do not vote, but the Trade members do 
vote. A resolution passed by a majority vote of the Trade members may bo 
loosely referred to as a resolution of the Joint Committee but in fact it is 
only a resolution passed by a majority of the Trade members of the Committee. 

(c) (1) As to the said recommendation dated the 23rd February, 1955, the 
Board received notice in or about January, 1955. from one of the Board’s 
agents that he (the agent) wished to discontinue handling some 185,000 lb. of 
wool which he had previously handled. The Board had space available to 
handle the said quantity of wool at premises owned by the Board at Oak Mills. 
The Board wished to handle the said wool to acquire experience and knowledge 
of the cost of transporting and handling wool, and in spite of the said recom- 
mendation the Board has in fact handled the said wool at the said premises 
and has obtained useful experience and knowledge in so doing. The Board 
submits that iis action was prima facie reasonable and was done for a purpose 
which was consistent with the proper performance of the Board’s functions under 
the Scheme. 

(2) As to the said recommendation dated the 23rd May, 1956, the Board 
admits that it had permitted producers to change their merchants in certain 
circumstances. If the Board’s above action constitutes a disregard of the said 
resolution the Board submits that prima facie it is reasonable that producers 
should be permitted to change their merchants so long as a change does not 
interfere with the proper opeuation of the Scheme, and that Hberty to producers 
to change their merchants in the circumstances referred to above would be 
likely to benefit the Scheme and/or result in economies in its operation and/or 
is of benefit to the producers. 

The Board’s attitude towards canvassing of producers by merchants was 
set out in the letters of the 25th February, 1955, referred to in the Further 
Particulars delivered by the Complainants dated .the 25th July, 1957, under 
paragraph 2 (c). The Board does not admit that this constitutes approval by 
the Board of canvassing or a disregard of the said recommendation. 

Under Paragraph 8 

(a) The usual meaning. 

(b) Amendments contained in a supplementary agreement in writing in 
common terms signed by the Board and the merchants generally in or about the 
months of June and July, 1956. 

(c) The amendments were made at the request of the five Federations. 

Under Paragraph 9 

(i) The (proposals were discussed at a meeting .between representatives of the 
Board and of the five Federations on the 19th January, 1955. Material documents 
are the reports of the said meeting and the following documents which were 
before the second meeting; — “Proposals for remuneration of merchants (2)” 
and “ Statement on costs for meeting with the British Wool Marketing Board, 
19th lanuaty, 1955 ’’. 
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(ii) (a) General consensus of opinion between tihe members of the Board 
and its agents and/or their representatives. 

i(6) There was no formal agreement 

(iii) Other factors to be considered were ; to what extent the costs disclosed 
were correct especially having regard to the fact that apportioiment of costs 
between the Board’s business and other business was necessary in many cases, 
to what extent the costs disclosed were reasonable or could be reduced, the fact 
that the costs disclosed varied widely, and the factor of remuneration or profit. 

Under Paragraph 11 

(i) Copies of the drafts of the contracts were sent to the Wool Federation 
of Scotland on the 3rd March, 1955, and to all other Federations on the 9th 
March, 1955. 

(a) No drafting points were raised on the one year contract. Two objections 
only were taken by the complainants to the draft of the five year contract, 

(1) to a provision that if the agent terminated his contract by a month’s 
notice he should not withm five years again handle wool for the 
Board either alone or with others, and 

(2) that a provision against assignment of the contract without the 
consent of the Board did not stipulate that the Board should not 
unreasonably withhold consent. 

(fi) The said points were raised by the Solicitor to the Country Wool 
Merchants’ Association with the Solicitor to the Board on the 12th 
March, 1955. 

(c) The Board conceded both points subject (on the first point) to enlarging 
the notice required from an agent to a period of nine months instead 
of one, and the Solicitor to the said Association was so informed by 
the Solicitor to the Board on the telephone on the 14th March, 1955, 
and made no objection to the proposed enlargement. 

Mr. Templeton of the Scottish Wool Federation and Mr. Heppenstall, the 
secretary of the Co-ordinating Committee of Federations were also 
informed by the Secretary to the Board on the telephone on the same 
day and expressed their agreement with the contract (except the terms of 
remuneration) as so altered. 

(ii) The Complainants have inspected the said letters. 

Delivered this 20th Day of August, 1957, 

by Ellis & Fairbairn, Solicitors for the of Giggs HiU Green, 
British Wool Marketing Board. Thames Ditton, Surrey. 



Doc. 10. 

Final Submissions to the Committee of Investigation 
Made on 26th November, 1957, on behalf of the complainants 

Submissions on Behalf of Complainants 
1. The Complainants ask the Committee to find: — 

(fl) That the aot of the British Wool Marketing Board in requiring memhers 
of the complainant organisations immediately prior to the 1st May, 1955, 
either — 

(i) To accept a one year contract with the Board when as the Board 
well knew by reason of the circumstances in which it was offered 
that it was commercially unacceptable, 
or 
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(ii) To accept a five year contract with the Board when as the Board 
well knew it contained terms relating to remuneration which were 
never approved or accepted by or on behalf of the members of 
the complainant organisations 

was contrary to the interests of persons afEected by the Scheme namely 
the body of merchants belonging to the comiplainant organisations. 

(6) That the act of the Board as aforesaid is not in the public interest. 

(c) That the conduct of the British Wool Marketing Board in the respects set 
out in the letters of complaint to the Minister dated the 11th January, 1957 
and particularised in the letter dated the 2Sfh July, 1957 addressed by 
the solicitors for the Complainants to the solicitors for the Board was 
contrary to the interest of persons affected by the Scheme, namely, the 
ibody of merchants belonging to the Complainant organisations and that 
such conduct, constituting acts or omissions by the Board, is not in the 
public interest. 

2. The Complainants further ask the Committee to make the following recom- 
mendations to the Minister: — 

(A) That amendments are required to the Scheme to provide as follows: — 

(i) Any ibody of merchants consisting of a majority belon^^g to an 
organisation represented on the Joint Committee aggrieved by an act 
or omission of the Board referable to the marketing handling or 
processing of wool may refer the matter to the_ arbitration of a. singje 
arbitrator to be agreed upon between the organisation representing flie 
'body of merchants and the Board or in default of agreement to be 
appointed by the Minister on the application of either party and the 
arbitrator may make such order in the matter as he thinks just. 
Every such arbitration shall be held in such place in the Umted Kingdom 
as 'the arbitrator may appoint and shall "be conducted in accordance 
with the law of that place. 

(ii) All applications by .producers to the Board for permission to change 
from one authorised .merchant to another authorised merchant shall 
■with any reasons in support thereof be communicated by the Board 
to the .merchant from -whom the transfer is sought before any such 
•application shall .be granted. 

(iii) In the event that any objection to the application for transfer as 
aforesaid is made .in writing to the Board .by or on behalf of the 
merchant from whom the transfer is being sought within 21 days of 
the receipt from the Board of the notice of application and any reasons 
in support thereof the application shall be submitted for final deter- 
mination to a Tribunal to be set up by the Board as hereafter provided. 

(iv) A Tribunal for the .purpose of determining applications for transfer by 
producers in respect of which objection has 'been m.ade by the merchant 
from whom the tta'usfer is being sought shall .be constituted by the 
Board as often as may be required and in such places as may be 
required in the following manner : — 

(a) The Board shall keep for each region two panels of persons 
willing to serve on the Tribunal. The first panel shall consist 
of persons nominated by organisations represented on the Joint 
Committee and the second .panel shaU consist of persons 
nominated by the Board. 

(b) A Tribunal shaU consist of five persons of whom three shall 
be appointed by the Board from the panel of persons nominated 
by the Board and two from the panel of persons nominated by 
the organisations as aforesaid. 
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(y) It shall be the duty of a Tribunal to determine such applications as 
aforesaid in accordance -with such-conditions as may be prescribed by 
the Board on the recommendation of the Joint Committee providing 
always that a producer shall be entitled to change from one merchant 
to another if he establishes bad service on (the part of the merchant 
from whom he seeks a transfer. 

(B) That a Direction be given to .the Board in the following terms : — 

The terms relating to remuneration contained in the current ccmtract 
ibetween the Board and merchants belonging .to the Complainant organisa- 
tions shall be reviewed by the Board and the Complainants with effect 
from the 1st May, 1957, and in the event that no agreement is reached 
upon such review the matter to be referred to arbitration. 



APPENDIX n 



Names and Qualifications of Witnesses 

ON BEHALF OF THE COMPLAINANTS 
Country Wool Merchants Association Witnesses 
Arthur WiEiam Donald iMcIrutyre Director of the firm of Robert Cook & Co. 

Ltd., Wool Merchants, Bradford, Liskeard 
and Launceston, Cornwall. Authorised 
“ A ” Merchants. 

President of the Country Wool Merchants 
Association for last two years. Member 
of the Joint Advisory Committee of the 
British Wool Marketing Board since 1955. 
Allan Welch, F.C.A., M.C. ... Partner in the firm of Boyce Welch & Co., 

Chartered Accountants, 3, Piccadilly, 
Bradford, 1, and of Salisbury House, Fins- 
bury Circus, London, E.C.2. 

Acted on ibehalf of the Country Wool Mer- 
chants Association in negotiations with 
the British Wool Marketing Board on cost 
enquiry. 

Wool Federation of Scotland Witnesses 
Lanyon Loveridge Scott, B.Sc. 



John Kinniburgh Templeton, 
C.A. 



Director of Wm. C. Scott, Ltd., Wool Mer- 
chants & Skinners, East Dock Street, 
Dundee. Authorised “ A ” Merchants. 

Vice-Chainman of the Wool Federation of 
Scotland 1954—56. Chairman 1956 to date. 

Member of the Joint Advisop^ Committee of 
the British Wool Marketing Board since 
1954. 

Partner in the firm of Grahams, Rintoul, 
Hay, BeE & Co., Chartered Accountants, 
105, St. Vincent Street, Glasgow, and Old 
Broad Street, London. 

Secretary of the Wool Federation of Scot- 
land since December, 1954. 

Secretary of the Committee of Scottish Wool 
Brokers. 
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Other witnesses 
Roy Forbes Harrod 



Benjamin Theodore West 



Fellow of the British Association. Hon. Dr. 
(Law) Poitiers and of Civil Law, Aber- 
deen. Student of Christ Church since 1924. 

Joint Editor of Economic Journal. Reader in 
International Economics. FeUow of 
Nuffield College. Member of the Council 
of the Royal Ex>nomic Society since 1933. 
Member of United Nations Sub-Com- 
mission on Employment and Economic 
Stability 1947-50. Economic Adviser to 
International Monetary Fund 1952-53. 

Farmer, River Head, Louth. Chairman and 
iManaging Director of Theodore West 
Ltd., General Agricultural Merchants in 
Lines, and Notts. “ B ** Wool Merchant. 



ON BEHALF OF THE BRITISH WOOL MARKETING BOARD 
The Board’s Witnesses 

Samuel Ramsay Blackley, Post Graduate Diploma in Agricultural 
M-B.E., B.Sc. (Agdc.). Economics, Oxford. Joined the British 

Wool Marketing Board as Assistant Secre- 
tary in 1951, afterwards Secretary and 
now General Manager and Seoretaiy of 
Board since 1954. 

Ivor Morris, J.P. Farmer, Tetbury, Glos. Member of the 

British Wool Marketing Board since 1950. 

Chairman of the British Wool Marketing 
Board from 23rd October, 1952, to 28th 
November, . 1957. 

Member of the Board’s Joint Advisory Com- 
mittee, 1951, and Chairman of Committee 
since January, 1953. 

U.K. Co-operative Wool Federation Witnesses 

George William Tuffrey ... Secretary and Manager of the Co-operative 

firm of Kent Wool Growers Ltd. Author- 
ised “ A ” Merchants of the British Wool 
Marketing Board. 

Secretary of Kent and Romney Marsh Sheep 
Breeders’ Association. 

Donald William Cooper, B.Sc. National Diploma in Agriculture. Secretary 
(A'grdc.). of the United Kingdom Co-operaitive 

Wool Federation, Agriculture House, 
Knightsbridge, London, S.W.l. 
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Firms of Merchants viewed by Committee 
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to Kent Wool Growers Ltd. 
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Table I 

BRITISH WOOL MARKETING SCHEME 
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APPENDIX IV 



Table II 

NUMBER OF MEMBERS IN MERCHANTS’ ORGANISATIONS AND 
APPROXIMATE WEIGHT OF WOOL HANDLED BY THEM IN 
WOOL YEAR 1956-7 



Merchant Organisation 


No. of Members 


Approx, wei^t of 
wool handl^ on 
behalf of the 
Board by members 
of organisation 


British Wool Federation 


52 


million lbs. 
34*6 


Country Wool Merchants Association 


48 


29-2 


Wool Federation of Scotland 


24 


17*9 


United Kingdom Co-operative Wool Federation 


6 


10-1 


Welsh Country Wool Merchants Association ... 


9 


2-2 


(Non-members) 


(4) 


(0-3) 



Note: The total number of merchants in 1956 was 113 and the total clip handled was 
67 • 6 milli on lb. Many merchants are members of more than one organisation which accounts 
for the overlap in the individual figures. 



APPENDIX IV 



Table IB 



BRITISH WOOL MARKETING BOARD 
LOCATION OF AGENTS DURING PERIOD 1st MAY, 1956 
TO 21st march, 1957 



Region of Board 


No. of Contracts 
allocated to the 
Board’s agents 
in the Region 


1956-7 
Weight 
(million lbs.) 


South Western England 


13 


9-2 


Southern England 


12 


6*3 


Central England 


17 


5*7 


Northern England (including Wales Sub-merchants) 


46 


18-2 


Total — ^England 


88. 


39-3 


Total — ^Wales 


13 


5-6 


Total — Scotland 


25 


20-0 


Total — ^Northern Ireland 


2 


2-7 


Grand Total 


128 


67-6 



Notes: 

(1) For the purposes of this table each contract of agency is a unit except where two contracts 
are in operation in respect of one premises and it is not therefore possible to allocate the 
weight (there are two such cases), most other agents have one contract each except for a 
few who have two or more in respect of different centres of operation. 

(2) Where a unit covers more tiian one centre of operation the major centre has been used 
as a basis. 

(3) Totals shown sometimes differ from those obtained by direct addition of components 
as a result of rounding off. 
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APPENDIX IV 



Table IV 



BRITISH WOOL MARKETING BOARD 
NUMBERS OF REGISTERED PRODUCERS AND AGENTS 



Wool year 
May/April 


Total 
number(^) 
of Producers 
on the books 
at end of 
season 


Total number 
of producers 
delivering 
wool 


Number of Agents 


No. of 
Firms 


Average 
weight of 
wool handled 
by each firm 
abs.) 


No. of 
Contracts 


1945-46 


N/A 


N/A 


1480 


373,0000 


N/A 


1947-48 ; ... 


N/A 


N/A 


1470 


328,0000 


N/A 


1950-51 


N/AO 


92,156 


128 


452,000 


140 


1951-52 ... 


102,366 


96,490 


127 


486,000 


138 


1952-53 


111,425 


101,164 


126 


533,000 


137 


1953-54 ... 


116,016 


104,127 


125 


553,000 


137 


1954-55 ... 


117,332 


107,403 


120 


604,000 


134 


1955-56 ... 


119,641 


107,709 


119 


565,000 


134 


1956-57 


120,304 


■ 109,637 


113 


599,000 


128 


At 31.8.57 ... 


123,345 


— 


— 


- 


— 



(0 Any producer who has no wool for three years is advised by the Board that he wiU be 
removed from the register unless he requests to be allowed to remain on it within a specified 
period. This procedure came into force in October, 1954. 

O No figure is available for the number of producers on the register at the end of the 
1950-51 season, as the register was at that time still in the course of preparation. 

F) Pre-Board figures available for comparison. 
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APPENDIX V 



INTERPRETATION OF THE FIGURES EMERGING FROM THE COST 
SURVEY AND SUBSEQUENT NEGOTIATIONS 

1. As a result of lengthy negotiations between representatives of the Board and 
the merchant organisations agreement was reached on most of the items of the Cost 
Survey. The position reached at the time of the Board’s final offer on 16th February, 
1955, is summarised in the following Table, which sets out the differences reached in 
the differing interpretations of the Cost Survey results and of the figures behind the 
offers made. 



Receipts: 



Ail figures in pence per lb. 








Average Cost Survey Figures 








With 

adjustment for 
daggings 


Current fees for grading and handling fleece wool and 


dagglngs 




2-689 


2-689 


Plus increased allowance for daggings 




0-016 








2-705 


Plus fee for special services 




0-117 


0-117 


Total 




2-806 


2-822 


Outgoings: 






Merchant 




Board Assessment 


Organisations’ 








Assessment 




Col. 1 


Col 2 
Including 
correction 
for errors of 
apportionment 


Col. 3 


Cost items on which there 






was no disagreement ... 
Add cost items agreed subse- 


2-155 


2-035 


2-155 


quently 

Deduct — ^reduction for in- 


0-046* 


0-046* 


0-046* 


essential costs 


0-117 


0-117 


0-059 




2-084 


1 -964 


2-142 


Allowance for services of 








proprietors and directors 


0-163 


0-163 


0-375 


Profit margin 


0-304* 


0-424* 


0-034* 


Proprietors’ net income . . . 
Reduction of 10 per cent, on 


0-467* 


0-587* 


0-409* 


grading and handling fee 


0-271 


0-271 


0-271 




2-822 


2-822 


2-822 



*Note; We were told by one of the complainants’ professional witnesses that a 
lower reduction was subsequently agreed on one other minor item — the allowance 
for clip variation — ^which would have had the effect of increasing by 0-007d. to 0-053d. 
the figure of cost items subsequently agreed and lowering the figures for profit and 
proprietors’ net income by a similar amount. 
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2. From this Table it can be seen that there were two cost items on which no 
agreement had been reached in mid-February, 1955. These were the major items, i.e. 
the reduction on account of inessential costs and the allowance for the services of 
proprietors and directors. In addition the private merchant organisations were 
seeking an increase to 0*75d. per lb. in the profit margin, and they had opposed the 
Board’s contention that there had been errors in the apportionment of costs of dual 
firms requiring a correction in the average costs as shown in Column 2 of the above 
Table. 

3 It should also be noted that the Board did not present to merchant organisations 
any calculation, as in the end of the Table, to show the effect on merchants’ net income 
or on their profit margin, of a 10 per cent, reduction in the current grading and 
handling fee plus an increased allowance for daggings. Nor did the Board d^on- 
strate the effect of such a reduction on the margins of the individual firms which had 
taken part in the Cost Survey, although they had the material available to do this. 
We ourselves have attempted a rough estimate on the basis of the material put in to 
us in evidence by the Board’s Manager/Secretary. This assessment cannot be regarded 
as more than a general indication of the effects of the reduction. On this basis, on 
either assessment about one-sixth of the firms would have received no proprietors 
net income; on the Board’s assessment about one-fifth of the firms would have 
received no profit but on the complainants’ assessment between two-fifths and a half 
would have received no profit, the difference being due to the much larger figure 
claimed by the complainants for remuneration of proprietors and directors. 



4 Errors in apportionment. The possibility of errors having been made in the 
apportionment of costs was first raised by the Board in their memorandum of 
September 1954, and featured prominently in the later discussions. The Board 
maintained that, after allowing for differences in respect of a number of other relevant 
factors the Cost Survey had shown that there remained an inexplicable difference in 
the profit margins between dual wool firms and other firms. They contended that 
this difference mi^t have been due either to inefficiency or to errors involving a definite 
bias in apportionment by dual wool firms, and they favoured the latter explanation. 
The complainant organisations did not accept the argument that there had been such 
errors in apportionment for dual wool firms; and they pointed to other factors, 
nrincipally maladjustments in the remuneration schedules, which caused dispropor- 
tionate differences in income not evenly balanced against costs as being the likely 
cause of the difference in margins between dual wool firms and other firms. The 
Board however, did not consider that the remuneration schedules were inaccurate to 
the extent required by the complainants’ argument, and they maintained that this 
was confirmed by failure on the part of . the merchant organisations to agree on any 
changes to be made to the schedules.(') The Board claimed an adjustment on account 
of errors of apportionment which amounted to 0- 12d. per Ib. on the clip covered in 
the costing. 



5. Allowance for sub-agents. The difference over this item concerned the propor- 
tion of figures returned under the Cost Survey which should not he allowed because 
of the inclusion of inessential costs in the form of payments to sub-agents. Part of 
these payments was, in the Board’s view, to be attributed to compensation for pre-war 
goodwill The complainant organisations were prepared to concede, in an attempt 
to comnromise, a reduction of not more than one-third, while the Board maintained 
that a ‘two-thirds reduction was justified. The difference between the two sides 
amounted to one-third of the total sum of only about £21,000 paid to sub-agents by 
all the costed firms, representing 0-0S9d. per ib. on the sample as a whole. 



ih "We understand in fact that the failure of the merchants to propose alterations to the 
remuneration schedules was not so much that they did not consider that alterations were 
required, but because of the difficulty of altering them without piejudicmg some merchants 
in favour of others. 
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6. Proprietors' remuneration and profit. The question whether the remuneration 
of proprietors and directors, as something apart from profit, should be treated as a 
cost item raised by the Board early in December, 1954. The Board considered 
that the item could not be properly assessed from the Cost Survey results, which in 
this respect showed a marked inconsistency between firms. They had therefore 
claimed that it should be included with profit imder the heading of proprietors’ 
average net income. The complainant organisations maintained that this was decided 
unilaterally by the Board and was contrary to the arrangements previously agreed and 
to normal costing practice. 

7. At the meeting on 16th February, 1955, however, the Board did suggest an 
empirical scale for proprietors’ remuneration, giving the average figure of 0-163d. 
per lb. over the whole sample. The complainant organisations claimed that their 
figure of 0-375d. was justified by the Cost Survey results. 

8. The complainant organisations also claimed a separate profit margin of 0-75d. 
per lb. They had advanced this figure at the meeting on 19th January, 1955, when 
they had set out tlieir case for an increase of some 20 to 25 per cent, on the existing 
rates of remuneration. It was made clear to us in evidence on behalf of the com- 
plainant organisations that they regarded 0* 60d. per lb. as a minim um figure and that 
this part of their remuneration was mainly a reward for the merchants’ specialised 
knowledge but also covered other items not rewarded under the heading of costs. 
The Board did not accept the claim for a profit allowance of 0‘75d. per lb. and ar^ed 
that the existing scales of remuneration provided a reasonable return to the ordinary 
run of merchants and an extremely good return to a large number. On their 
assessment, after a correction for errors of apportionment and a reduction for unneces- 
sary payments to sub-agents had both been made, at the current rates the profit 
margin amounted overall to 0*695d. per lb., which the 10 per cent, reduction would 
have reduced to 0-424d. per lb. If the figure of 0*695d. was added to the overaU 
rate of 0-I63d. per lb. for service of proprietors and directors, proprietors’ net 
remuneration amounted to 0- 858d. per lb. and the Board contended that a reduction 
was justified. 
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